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YOREWORD 


Suggestions have been made, from time to time, 
indicating the need for a periodic review of develop- 
ments in the field of agricultural finance. 


In an attempt to meet this need the Bureau of 
Agricultural Economics is initiating with this issue 
the publication of such a review to appear in May and 
November of each year. 


Each issue, it is planned, will cover develop-~ 
ments in farm credit, farm insurance, and farm tax- 
ation during the preceding 6 months, including re- 
search results, and reviews of significant reports, 
together with a bibliography of articles and publi- 
cations of interest to those following developments 
in agricultural finance. It is intended also that 
the pages of the Review shall be open to contribu- 
tions from workers in the field of agricultural fi- 
nance in other Government bureaus and agencies. 


In presenting the initial number of Agricul- 
tural Finance Review, it is our hope that suggestions 
for the further improvement of this publication will 
be forthcoming from those interested in this field of 
activity. 
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FARM-MORTGAGE INDEBTEDNESS SHOWS FURTHER DECLINE 


Donald C. Horton, Agricultural Economist sf ell 
E. J. Engquist, Jr., Associate Agricultural Economist NES 


Farmmnortgage indebtedness in the United States continued to decline 


during 1935 and 1936. The total outstanding fell 1.9 percent in 1935 and 
3.3 percent in 1936. 


The volume of farm-mortgage debt was estimated at $7,254,821,000 on 
January 1, 1937, compared with $7,500,489,000 a year earlier, 7 645 , 091, 000 
on January 1, 1935, and with $9,214,278,000 on January 1, 1930.1) The re- 
duction of $245,668,000 during 1936 compares with a decline of $14,602,000 
in 1935. The percentage decline during the year 1936, was almost as great 
as the annual average percentage decline for the 5 years 1930-34. ‘The 
trend of farm-mortgage debt and the mortgage holdings of principal lending 
groups are shown in table 1 and figure l. 


The proportion of total farm-mortgage debt held by the Federally 
sponsored credit agencies has continued to rise. On January 1, 1937, the 
Federal land banks and the Land Bank Commissioner held 39.8 percent of the 
estimated farm-mortgage debt, as compared with 38.1 percent a year earlier, 
32.7 percent on January 1, 1935, and 12.9 percent on January 1, 1930. Life- 
insurance companies, which held only 12.9 percent of all outstanding farm 
mortgages on January 1, 1937, continued to decline in relative importance 
as sources of farm—-mortgage credit. Joint-stock land banks, which are in 
the process of liquidation, held less than 2 percent of the total on Jan- 
uary 1, 1937 as compared with 6.8% percent of the mch larger total debt in 
1930. 


Other lender groups, including individuals, commercial and savings 
banks, official agencies of States and counties, mortgage companies, and 
miscellaneous lenders held 45.4 percent of the total on January 1, 1937. 
Although these remaining groups of lenders declined only slightly in rela- 
tive importance as credit sources during the year ending January 1, 1937, 
they were considerably less important than on January 1, 1930 when their 
combined holdings accounted for 57.4 percent of all outstanding farm-mortgage 
debt. Data in table 2 show the percentage of total outstanding farm-mortgage 
debt held by principal lender groups, by geographic divisions, 1930 to 1937. 


1/ The estimates of farm-nortgage debt for 193% and 1937 are based on four principal 
sources of data: (1) known lending agency data as reported by the Bureau of Agricultural 
Economics in ements Farm-Mortgage Loans of Leading Lending Agencies" by Norman J. 
Wall; 02) estimates of farm-mortgage debt outstanding on January 1, 1935, as published 
in a cooperative report by the Bureau of the Census and the Bureau of Agricultural 
Economics, "Farm Mortgage Indebtedness in the United States"; (3) data obtained ina 
Nation-wide W.P.A. a conducted under the joint reer of the Works Progress 
Administration and the Bureau of Agricultural Economics; and ri data obtained by the 
Fara Credit Administration from county reporters submitting current reports on fars 
mortgages filed and released. The data obtained in the Nation-wide W.P.A. project were 
used in the preparation of the January 1, 1936, estimates, and those from the Fars 
Credit Administration in the preparation of the January 1, 1937, estimates. 


AL 4938 
2 
= 
3 
A 
4 
> 
> 
) 
> 
| 
| 


Two Major Factors in Farm Debt Changes 


Changes in the amount of farm-mortgage indebtedness during 1935 and 
1936 reflect largely two opposite forces: liquidation of debt primarily 
through distress transfers, and increases in debt through greater activity 
in the volume of land transfers. 


The volume of voluntary transfers of farms rose substantially during 
these years, and additional mortgage credit was required to finance these 
transfers at the rising levels of land values. A material factor contribut- 
ing to the greater activity in land transfers was the increased volume of 
farms sold by lending agencies.2/ The rise in land values and the general 
improvement in farm income also gave many farm owners additional borrowing 
power to finance expanding farm operations. 


Table 1.-Estimated farmmortgage debt and farm-mortgage loans of 
leading lending agencies, Jan. 1, 1930-37 


_ Yarmmortgage loans of leading lending agencies 


ef 


H Federal : : : : Three 

Sie * Total land banks : Joint- : Life- ‘Open State : State 
: farm tandLland : stock ‘insurance ‘and nation-: credit 
tmortgage ‘Bank Com : land tcompanies : al banks : agenciess/ 
1,000 : 1,000 1,000 1,000 1,000 1,000 
: dollars : dollars =: dollars : dollars : dollars =: dollars 
: : : : 

1930 : 9,214,278: 1,185,765 : 626,980: 2,105,477: —— : 93,274 

193L : 1,175,832: 590,811: 2,059,221:3/ 945,141 : 92,698 
: : : 

1932 1,151,659 536, Gls: 2,007, 361: 93,014 
: : : : : 

i955 1,105,610 : 459,183: 1,869,160: $4,075 

1934: --- 1,273,881 : 392,438: 1,661,046:3/ 555,841 : 79,574 

1935 7,645,091: 2,501,824 : 255,931: 1,258,900: 9s,she : 62,286 
: : : : 

1936 . 7,500,489: 2,853,966 : 175,677: 1,054,770: 487,505 : 48,091 

1937 : 7,254,821: 2,888,912 : 133,499: 936,454: 487,534 : 32,657 
3 


1/ &xcluding-Puerte Rico. 

2/ Bureal Credit Board of South Dakota, Bank of Sorth Dakota and Department of Rural 
edit of Minnesota. 

3/ June 


2 The Farm Credit Administration reported an increase in the maber of sales by the 
ral land banks of red farm real estate, From 1930 to 1934, an average of 

4" properties were sold per annus. During 1935, the muber of sales increased to 
»423 and in 1936 to 13,024. “Fare Credit Quarterly”, Deceaber 1937. 


XUM 


| 
re 


Se 


On the other hand, farm foreclosures and other distress transfers of 
farm properties continued in substantial volume during 1935 and 1936, al- 
though the general trend of such transfers was downward. (See fig. 2.) 
The importance of debt liquidation resulting from such distress transfers 
is seen in the rise in farm real-estate holdings of the principal central- 
ized lending agencies. The estimated value of farm real estate held by the 
Federal land banks and the Federal Farm Mortgage Corporation, life- 
insurance companies, joint-stock land banks, and three State credit agen- 
cies rose by almost $150,000,000 from January 1, 1935, to January 1, 1937, 


TOTAL FARM-MORTGAGE DEBT; PERCENTAGE HELD BY 
PRINCIPAL LENDER GROUPS AND TREND OF FARM 

REAL ESTATE VALUES. 1930-37 
DEBT INCOME 
| 


CASH INCOME FROM FARM MARKETINGS*®, AND DISTRESS 
TRANSFERS OF FARM REAL ESTATE, 1930-37 


SALES PER 

Forced sales vanuse 


Land value index 
46 


JOINT-STOCK | 
LAND BANK 


FEDERALLAND, 25 
BANK AND LAND 

BANK COMMIS - 
SIONER } 


1930 1931 1932 1933 1934 1935 1936 1937 
NO RENTAL AND BENEFIT PAYMENTS 
NUMBER OF FARMS CHANGING OWNERSHIP PER | 000 FARMS. BY FORCED SALES AND RELATED DEFAULTS 


1930 1931 1932 1933 1934 1935 1936 1937 


OF 24207 SURE AW OF AGMCULTURAL ECOmOmICS 


fi gu 1 DEPARTMENT OF Figure 2 24208 SURE AN OF REMC ULTERAL ECOMOMICS 


despite the fact that these agencies were disposing of acquired farms in 
substantial volume during these 2 years. The estimated acreage involved in 
acquired farm real estate held by these credit agencies rose from 24,469,267 
acres on January 1, 1935, to 28,145,325 acres 2 years later, with about 55 
percent of the increase in farm real-estate holdings occurring during 


1936.3/ 


Another factor contributing to the decline of mortgage indebtedness 
was the repayment of mortgage debt made possible by the more favorable 
agricultural conditions during 1935 and 1936. With a much larger propor- 
tion of the farm-mortgage loans than formerly carrying provisions for annual 
curtailment of the outstanding principal, debt liquidation of this character 
becomes an important factor making for a long time downward trend in farm 
mortgage indebtedness on farms having amortized loans. The Farm Credit Ad- 
ministration reported that in 1936, principal payments on Federal land bank 
loans amounted to $32,609,000 compared with $27,275,000 in 1935 in spite of 
the banks' granting deferments to all worthy borrowers as provided for by 
legislation. Collections on principal during 1936 may be compared with a 
total of $46,432,000 which would have matured had it not been for the de- 
ferment privilege. Land Bank Commissioner loans, which also carried defer- 
ment privileges, were repaid to the extent of $24,563,000.4/ 


Another measure of the extent of ve@luntary reductions in farm-mortgage 
indebtedness was obtained from 38,966 farmers who responded to a question- 
naire, reporting debt on both Jamary 1, 1935, and Jamary 1, 1936. These 
farms were indebted by $174,414,416 on Jamary 1, 1935. During 1935, the 
amount of debt was reduced $3,100,973 or 1.8 percent. 


Wall, Norman J. Outstanding Fare-Mortgage Loans of Leading Lending Agencies. 
meographed.) Burean of Agricultural Economics, 1937. 
Fourth Anmal Report of the Farm Credit Administration, 
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A mumber of factors account for the greater decline in farm-mortgage 
indebtedness in 1936 than in 1935. For all lending groups combined, other 
than the Federal land banks and the Land Bank Commissioner, the percentage i 
decline in outstanding mortgage loans was about the same for 1936 as for | 
1935- On the other hand, the volume of new loans closed by, and the net 
increase in the outstanding loans of, the Federal land banks and the Land 
Bank Commissioner were much smaller in 1936 than in 1935. Payment of 
principal installments and foreclosures on loans held by these Federally ' 
sponsored agencies served to offset a large part of the new loans closed 
during 1936. As a result the outstanding mortgage loans for these agencies 


Table 2.-Percentage of estimated farm-mortgage debt held by 
principal lender groups, by geographic divisions, 
Jan. 1, 1930, 1935, 1936 and 1937 ; 


Geographic 
1930 1935 1936 1937 1930 1935 1936 1937 
: Federal land banks amaLand: Joint-stock land banks 
Bank Commissioner 3 
: Pet. : Pct. : Pct. : Pot. : Pet. : Pct. : Pct. : Pct. 
H 3 H H H 
New England : 13.4 : 19.4 : 22.0 : 22.8: 0.0: 0.0: 0.0: 0.0 
Middle Atlantic : 10.2 : 20.0 : 22.0 : 22.7: 51: 2.5: 2.93 1.6 
East North Central : 9.7 : 31.0 : 37.9 : 2:9 : 8.0: 4.5: 3.0: 2.4 
West North Central : 8.4: : 37-6 : 41.3: 5.32: 2132 : 1.0 
South Atlantic : 22.7 : 46.0 : 50.2 : 49.2: 17.2 :-6.9: 5.4: 4.6 
East South Central : 34.5 : : 54.8 : Bhs B38 Rel 
West South Central : 21.5 : 41.3 : 45.1 : 46.4: 2:9 : 5.8: 4.73 3.8 
Mountain : 20.4 3: 34.2 : 37.8 : 36.2 : 4.3: 2.73: 1.83: 1.2 
Pacific 2 9.5 : 27.2 : 30.5 : 30.7: 5.1: 25: 1.5: 1.0 
United States : 12.9 : 32.7 : 36.1 : 39.8: 6.8: 3.3: 2.33 1.9 
H H H 3 
Life-insurance companies Others 
New England : as: aa: : 8.6 : 80.6 : 78.0 : 
Middle Atlantic : O12: O1 : O11 : O11 : 84.6: : 76.0: 
East North Central : 20.0 : 16.3 : 14.1 :12.9 : 62.3: 48.2: Oo: 
West North Central : 35.0 : 25.9 : 22.0 :20.2 : 51.3 : 41.8 : 39.1 : 37.5 
South Atlantic 212.6: 7.0: 6.5: 6.7 =: 47.5 : 38.1 : 37.9 : 39.5 
East South Central : 24.9 : 14.7 : 12.8 :12.2 : "2 : 29.6 : 30.0 : 32.2 
West South Central : 24.7 : se : 16.6 :15.8 : 44.3: 33.6 : 33.6 : 34.0 
Mountain : 7-5: 4.5: 3.9 : 3.7 3 67.8 : 58.6 : 56.5 : 56.9 
Pacific 2 6.283 5.0 : 78.1 : 64.1 62.5 : 
United States : 22.9 : 16.5 : 14.1 :12.9 : 57.4 : 47.5 : 45.5 : WB. 


1/ Less than 0.05 percent. 


XUM 


ra 


5 
Table 3.- Estimated farm-mortgage debt January 1, 1930, 1935, 1936, md 1937 
3 Percentage 3 : Percentage 
H : increase or increase or 
State and : : : decrease : : decrease 
° ic division 3 1930 : 1935 : 1936 : from : 1937 : from 
ations : 3 : Jan. 1, 1935 : : Jan. 1, 1936 
: : Jan. 1, 1936 ; Jan. 1, 1937 
: 2,000 dollars : 1,000 dollars : 1,000 doll t ercent : 1,000 dollars : Percent 
: : : : : 
26, 595 : 31, 32,462 : + 3.2 : 32,153 : - £0 
New Hampshire .......... : 10, 632 : 11, 335 t 11, 850 . om 4.6 : 11,910 : + 5 
: 2,749 3 32, 288 : 32, 296 : + -0 33,230 : 29 
: 4,009 »526 : + 5.2 : 4,959 — 
Connecticut ............ : 49,092 4g, i - 49,72) + 3.6 
: 237,003 212,154 : 212, 845 212, 122 3 
: 55,107 : 4g, 888 : 120720 : 49,953 
Pennsylvania ........... : 472 147, 688 : 144, : 142, 589 
: 2690 483 : 225, 930 220,757 t - 2.3 : 213,899 - 
: 613,945 : 471,188 : 5, 809 : 212 : = 4&6 
: : : : + -2 : 08) }, 
Bast Worth Central ... : 1,851, 3 1,532, 1 1.1 1,469, i 3.0 
492, 800 407, 888 : 406, -2 : 367,896 : §.6 
: 36%, 413 : 267,893 : 254, 222 : - 5.1 : 243, 685 - 1 
North Dakota ........... : 225,152 203,567 +: 207,893 +: + 21 +: £190,330 : - 
: 2795 : 200, 641 - 4.7 : 186, 252 t 72 
: 545,539 +: : 430,752 +: - 3.9 +: : = 
West North Central :_ 3,501, /82 : 2,67 2,592, 2,449, = 
10, 292 : 10, 452 : 1.0 : 10,189 8-6 
Maryland }/ ..... : 55, 315 : M6, 678 : M7, 1.7 : 47, 288 
: 81,799 : 75,128 : 7h, 485 9 72, 363 : = 28 
West Virginia ........ 23, 532 : 23, 603 : 23, 430 oF : 22,702 - 
North Carolina ......... : 100, 914 : 86,675 84,818 - 2.1 : 82, 863 -3 
South Carolina ......... : 57, 964 : 630 : 106 t - 1.1 : 46, 243 : = 39 
: 87, 76,975 t 75,89 t - 1.4 : 15» + 6 
3 118 i + : - 4.5 
South Atlantic ....... 3 Ol, 3 1 2.3 
: 105, 007 : 101, 237 100, 998 : - 100, 746 of 
: 91,881 : 83, 861 : 83,252 - -7 : 82, 166 1.3 
87,274 : 78,564 : 76, : 2.8 : 75,112 1.6 
Mississippi ............ : 41 85, 304 3 3.0 3 8 5.3 
Best South Central ... : 378,579 343, 389 = 330, 371 i 
97,032 71,155: 69,400 +: = 2.6 
: : 196, 186, 147 52 : 176, 827 5.0 
West South Central ... : 1,044, 3 877,537 3 651,450 3.0 3 & ; = 5.0 
: 120, 469 : 99,918 100, 606 + : 96, 603 4.0 
: 103, 663 : 97, 366 : - 1.0 : 92, 442 4.1 
: 43,787 : wee : 4, : 1.4 : 44, 937 1.0 
: 137,865: 112, : 111,655 : - : 107,120 — 
: 2039s 43,356: 45,985 4 
: 141, 577 2 136, 709 133,820 = 2.1 : 127,930 
: 122,123 +s 119,670 : 118,676 : S 253% 1: 30 
California : 3 497, 148 : 4 1 012 : + 
United States ........ : 9,214,278 : 7,645,091 7,500,489 : 19 : 7,254,821 3.3 
| 2/ District of Columbia figures included with Maryland. 


rose only about $35,000,000, as compared with an increase in outstanding 
loans of over $352,000,000 during 1935. It is probable that the rate of 
debt liquidation was accelerated in 1936 by the completion of foreclosures 
and other distress transfers involving mortgaged farms which had been post- 
poned during the preceding years of economic distress, either because of 
debt moratorium legislation or because there had previously appeared to be 
some hope for the borrowers to work out of their financial difficulties. 


Farm mortgage credit conditions in the aggregate, were in a much 
stronger position at the beginning of 1937 than in the years immediately 
preceding. With the general rise in land values since 1933 the margin of 
safety represented by the owners’ equity in mortgaged farms has been in- 
creased. At the same time, the rise of farm income, coupled with downward 
trend of interest rates on farmmortgage loans, has tended to give borrow- 
ers on mortgage credit a greater margin of protection against default on 
annual debt obligations. Considering agriculture as a whole, the liquida- 
tion of many loans for which the security was inadequate has tended to 
lower the ratio of mortgage debt to the value of all mortgaged farns. 


Regional Differences in Mortgage Debt Trends 


Though total farm-mortgage debt declined in both 1935 and 1936, tne 
debt estimates show increases for 14 States in 1935 and for 9 States in 1936. 
As shown in table 3, the four States showing the greatest percentage decline 
of debt in 1935 were Oklahoma (5.2 percent), Missouri (5.1 percent), Iowa 
(4.7 percent), and South Dakota (4.7 percent). Of the four States showing 
the greatest percentage increase of debt during 1935, two are in the New 
England division (New Hampshire and Rhode Island) and two in the Mountain 
division (New Mexico and Utah). For a large number of States the change in 
outstanding debt in 1935 was very small; in 12 of the 48 States the percent- 
age change was less than 1 percent. The greatest percentage reduction of 
debt occurred in the West Central States, the decline being slightly more 
than 3 percent for these 11 States combined. The New England and the 
Mountain States showed a siight increase in debt in 1935, although in 
neither of these divisions was the increase as much as 1 percent. Figure 3 
shows for each State the change in debt from January 1, 1935, to January 1, 
1937+ 


Total farm-mortgage debt in 1936 declined in all geographic divisions 
except New England in which the increase was at a greater rate than for 
1935. The States showing increases comprise New Jersey, Wyoming, Arizona, 
California, and all of the New England States except Maine. Five States 
show a decline of 5 percent or more: Minnesota (9.6 percent), North Dakota 
(8.5 percent), South Dakota (7.2 percent), Mississippi (5.4 percent), and 
Oklahoma (5 percent). In a number of States the trend of debt was quite 
different during 1936 from that in 1935. The decline of 9.6 percent for 
Minnesota for 1936 is in sharp contrast with a decline of only 0.2 percent 
for 1935. For North Dakota the decline was 8.5 percent compared with an 
increase of 2.1 percent for 1935. A large number of factors influenced 
the trends of debt in these 2 years, among which may be mentioned varia- 
tions in the timing of liquidation through foreclosures, changes in the 
volume of farm real estate activity from year to year, and a miltitude 


of special circumstances affecting the economic position of farm owners in 
different years. 
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The Federal land banks and the Land Bank Commissioner increased in 
relative importance as sources of mortgage credit for all geographic divi- 
sions during 1935, but in 1936 these agencies declined slightly in relative 
importance in the South Atlantic and East South Central States. These 
credit agencies were relatively most important as credit sources on January 
1, 1937, in the East South Central division, holding almost 54 percent of 
the farm-mortgage debt in that geographic division. Although these agen- 
cies increased in importance as credit sources in the northeastern States 
during 1935 and 1936, they held less than 23 percent of all outstanding 
farmmortgage debt in those States at the beginning of 1937. 


A decline in the relative importance of life-insurance companies and 
joint-stock land banks as sources of farm-mortgage credit occurred in each 
of the 9 geographic divisions in both 1935 and 1936. The life-insurance 
companies held only slightly more than one-fifth of all farm-mortgage debt 
in the West North Central States on January 1, 1937, which is the highest 
percentage held by these lenders in any geographic division. The highest 
percentage of farmmortgage debt held by the joint-stock land banks in any 
geographic division was 4.6 percent in the South Atlantic States. 


a= PERCENTAGE CHANGE IN TOTAL FARM-MORTGAGE 
DEBT FROM JAN. 1,1935 TO JAN. 1, 1937 


PERCENT 
DECREASE 

2.5-4.9 


5.0-7.4 
7.5-9.9 
UNITED STATES NET 10.0 and over 
DECREASE 5.1 PERCENT : 
* LESS THAN 0.8 INCREASE 
PERCENT DECREASE N 
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AGRICULTURAL LOANS OF COMMERCIAL BANKS CONTINUE TO INCREASE 


Norman J. Wall, Senior Agricultural Economist 


The expansion in agricultural loans held by commercial banks during 
the first half of 1937 continued during the last half of the year. At the 
end of 1937, total agricultural loans of all insured commercial banks 
amounted to $1,289,801,000,2 an increase of 5 percent since June 30, 
1937, and 19 percent higher than on December 31, 1936. ‘The increase dur- 
ing both periods occurred in outstanding personal and collateral loans to 
farmers. Loans secured by farm real estate showed only a nominal change. 
Trends in the amount of outstanding agricultural loans of insured commer- 
cial banks by type of bank are shown for recent report dates in table l. 


Table 1.-Agricultural loans of insured commercial banks, 
by type of bank, on given dates 


‘Nonmember: State 
sNational : All 
Type of loan and date State . member , A 
: 1,000 : 1,000 : 1,000 : 1,000 
: dollars : dollars : dollars : dollars 
Personal and collateral loans: $ 3 
Dec. 31, 1936....... 211,477: 52,196: 329,941: 593,61 
266,654: 61,403: 345: 726, 400 
Dec. 1957 288,293: 70,024: 430,034: 788,351 
Loans secured by farm real estate: : $ : : 
Dec. 31, 237,015: 43,384: 218,443: og,she 
Dec. 31, 229,307: 47,408: 210,819: 487,534 
239,633: 49,488: 215,017: 504,138 
: 236,526: 49,4o1: 215,433: 501,450 | 
Dec. 31, 1936..... oo8 99, 604: »76021,081,148 
506,287: 110,891: 613, 360:1,230,538 
Des. Fh, 524,819: 119,515: 645,467:1,289, 801 
: 3 


1/ Data on agricultural loans held by insured commercial banks are based upon reports ’ 
compiled by the Comptroller of the Ourrency, Federal Deposit Insurance Corporation, and 
the Board.of Governors of the Federal Reserve System, } 


XUM 


| 
| 

ry 


Table 2.- Personal and collateral loans to farmers by insured commercial banks, for December 31, 1934, December 31, 1936, 
June 30, 1937, and December 31, 1937, by States and geographic divisions 


2 Fy Fy 3 : Amount of increase or decrease 
geographic division ' Dec. 31, 193 : Dec. 31, 1936 : June 30, 1937 : Dec. 31, 1937 : Dec. 3he 1936 ; June 30, 1937 
: : : : 
=" : Dec. 31, 1937 Dec. 31, 1937 
+ 1,000 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars 
: : : 
: 2, 269 : 1,696 : 1,219 : 1,783 : + 87 5e4 
New Hampshire .........-. : 1,136 : 503 505 : on : + 4o 
: 3, 320 : 1,812 : 2,412 2,453 : + 641 : + 
Massachusetts ........... : 2,028 : 1,473 1,377 : 1,716 : + 243 : + 339 
Connecticut ...cccccccces 141 3 3 821 3 1,39 ¢ 91 
: : : : 
: 26,032 19, 310 : 22, 268 : 20, 409 : + 1,099 - 1,859 
: 8,211 : 052 : 5,776 : 5,145 : + 1,09 631 
Pennsylvania ..........-. : 081 15, 286 3 9 17, 620 + 2,3 + 
Middle Atlantic ....... 3 3 43,1/4 + 4,520 
: : : : 
: a4, 946 : 15,440 : 17,598 : 21,672 + 6,232 : + 
22, 788 : 14,009 16, : 18,958 : + 2,512 
: 42,770 38, 867 : 40,378 : 58,839 + 19,972 +: + 18,061 
| : 8,979 75795 : 11,764 + : + 2 
East North Central .... : + 0 t + 
: : 
: 32, 353 866 2876 : 39,932 : + 9,066 : + 6,056 
4o, 551 1,611 : 986 : 080 : + 22,469 : + 19,094 
: 34,517 30, 597 : 37,532 : 36, 945 : + 6,348 - 587 
: 8,736 8,436 8,816 : 8,788 : + $32 28 
South Dakota ......---ee. : 12, 660 : 13,394 : 13,371 : 15, 828 + 2,434 : + 2,457 
: 32,219 : 34, 462 37,501 : 42,172 : 7,710 : + 4,671 
531 : 31,146 : 35,154 : : + 02 : - 
West North Central .... : 188,567 : 190,512 211, 236 : 2,593 : + 52,081 : + 31,357 
3 : : 3 : 
: 1,938 : 597 : : 709 + 112 260 
: 7,843 : 3,054 : 2,809 3,047 = 238 
District of Columbia .... 3 3 1 52 ¢ 52 51 
: 19,°52 8, 221 : 10,112 10, 285 : + 2,064 : + 173 
West Virginia ........ 6,113 1,408 : 2, 304 : 2,219 + « 85 
North Carolina .......... : 14, 150 : 2,503 3 8,116 4,107 : + 1,604 t = 4,009 
South Carolina .......... : 12, 96 1,073 5, 383 3,722 + 2,649 1,661 
: 32, 847 : 6, 360 : 13, 13, + 7,194 132 
: 2,925 3 1,775 3 1,963 2,49 = 533 
South Atlantic ........ 98,098 : 40,191 : 15,200 4, 632 
: : : : 
: 23, 566 9, 264 9, : 11, 646 ; + 2,382 + 2, 204 
EES backccccenensnse : 26, 642 : 7,934 : 10, 613 : 13,351 : + 5,417 : + 2,738 
: : : 
14, 562 : 4, 239 10, 025 : 13,958 + 9,719 233 
5,962 2, 052 : 4,724 : 3, 840 : + 1,788 86 
21,775 22, 008 26, 363 : 25,747 s + 3739 : - 616 
69,171 53, 883 73, 801 : 72,689 + 18,806 : - 1,112 
West South Central 111,470 82,182 : 114,913 110,234 3 + + 
: : : : 
: 9,995 : 8,534 : 10, 284 : 9, : + 1,104 - 646 
EE audawcasndieanabiae : 6,760 8,817 : 9,376 : 10,2 : + 1,329 = 770 
11,019 9,794 12, 563 : 11,644 : + 2,050 - 719 
ES ae : 16,63 : 20,771 17, 405 : 23,729 : + 2,958 : + 6,328 
: 3,12 : 4, 280 5, 336 : 5, 266 : + 986 - 70 
: 1,728 6, 824 2529 : 5,037 : 1,787 : + 508 
: 8, 505 9,297 8,232 : 10,096 : + 799 : + 1,864 
733 981 : 919 B46 = 135 ; 73. 
: 58,497 69, 298 _68, : 76,602 7,308 + 7,958 
: : : : : 
: 10,498 8, 338 10, 554 : 12,889 : + 455. : + 24335 
GREE anbenssectunceces : 7,19 7, 667 8,694 : 10,699 : + 43,032 : + 2, 005 
: 47,908 : 49,912 : 71, 094 : : + 7,4 - 
: 65, 595 3 65,917 3 90, 342 3 le 15, = 
: : : : : 
| United States ......... : 807,613 593,614 : 726,400 788, 351 : + 194,737 : + 61,951 
=! i i 


1/ Excludes 2 trust companies which do not accept deposits. 
2/ Excludes 1 bank for which a report was not available. 
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Personal. and collateral loans which usually show a seasonal decrease 
during the last half of the year made a contra~seasonal gain of 8.5 percent, 
increasing from $726,400,000 on June 30, 1937, to $788,351,000, 6 months 
later. On the latter date, such loans were 32.8 percent higher than a year 
earlier. (See fig. 1.) The increase in the outstanding amount of personal 
and collateral loans during the last half of 1937 was due, in part, to the 
Commodity Credit Corporation loan program on cotton and corn. As indicated 
in the table in the statistical appendix the amount of 1937-38 Commodity 
Credit Corporation loans outstanding on December 31, 1937, amounted to 
$185,735,000 for cotton and $4,419,000 for corn. About 70 percent of these 


loans were held by commercial banks and by lending agencies other than the 
Commodity Credit Corporation. 


PERSONAL AND COLLATERAL LOANS TO FARMERS AND AGRICULTURAL LOANS SECURED BY FARM REAL 
INDEX OF PRICES RECEIVED BY FARMERS ESTATE AND INDEX OF LAND VALUES 


PERCENT DOLLARS 
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Personal and collateral loans increased during the last half of 1937 
in all geographic divisions except in the Middle Atlantic, South Atlantic, 
and Pacific States. The largest increase, 28.4 percent, was shown in the 
East North Central States. Of the important agricultural States, the larg- 
est increase took place in Illinois, with an increase of 45.7 percent, Iowa 
42.4 percent, and Arkansas 39.2 percent. Table 2 shows the distribution of 
personal and collateral loans by States and geographic divisions for several 
recent report dates. 


Loans secured by farm real estate held by insured commercial banks 
decreased slightly from $504,138,000 to $501,450,000 during the last half of 
1937. At the end of that year, however, they were about 3 percent higher 
than a year earlier. (See fig. 2.) The decrease during the last 6 months 
of the year was largely confined to the cotton-growing States. The use of 
real estate to secure short-term production advances in these States has 
resulted in nominal seasonal increases and decreases in this type of loan. 
The amount of farm real-estate loans held by banks in Midwestern States 
continued to increase, banks in the West North Central States having in- 
creased their holdings during 1937 by about 10 percent and banks in the 
East North Central States by about 6 percent. Farm real estate loans held 
by commercial banks by States and geographic divisions are shown in 
table 3 for several recent report dates. 


ndex of prices + 4 
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Table 3.— Loans secured by farm real estate by insured commercial banks, for December 31, 1934, December 31, 1936, June 
30, 1937, and December 31, 1937, by States and geographic divisions 


: : : : sAmount of increase or decrease 
: : : 
State anil 
Dec. 31, 1934 Dec. 31, 1936 30, 1937 Dec. 31, 1937 Dec. 51, 193 June 30,1937 
i i i. 
+ 1,000 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars :1,000 dollars 
: : : : 
: 1,627 : 1,589 : 1,587 : 1,581 = 8 6 
New Hampshire ......... » * 651 : 629 : 613 : 613 : - 16 0 
ee : 11,435 : 9,325 : 9,0 : 8,851 t- 474 g « 189 
Massachusetts .......... : 1,587 : 1,178 : 1,165 : 1, 200 ae 22 + 39 
: 253 : ake : 253 : : + 7 
Connecticut : 1,398 1,418 3 1, 266 i - 152 
New England .......... : 16,951 : 15,105 : 14,076 : 13, 760 : = 1,345 t = 316 
: : : : H : 
: 17,186 : 16, 328 : 15,827 15,470 858 : - 357 
: 3,712 3,775 : 3,664 : 3,664 0 
Pennsylvania ........... : 20,715 20, 294 22, 584 22,760 3+ 2,466 i 176 
Middle Atlantic ...... : 41,613 : 40, 397 : 42,075 3 41,894 t 1,497 . 181 
: 32, 464 : 34,491 36, 961 37,220 : + 2,729 259 
4 : 18, : 17,798 : 19, : 19,178 : + 1,380 : - 285 
: 22, : 22,314 : 23,1 : 23,176 : + 862 : + 22 
| AER : 11, 400 : 10, 348 : 11, 380 : 11,671 : + 823 : + 291 
19, : 19,359 : 19, 653 : . 19,817 : + + 159 
East North Central ... : 104,121 : 104,810 : 110,616 : 111,062 : + 6,252 + 
: : : : 
TOS, o.isktcscandas : 14, 339 : 14, 878 : 15,827 : 16,477 : + 1,599 : + 650 
: 30, 452 : 35,948 39,875 : 4O, 349 : + 474 
EEE PESTS : 18,656 : 18,410 : 18, 803 : 19,947 : + 1,537 : + 1,144 
Borth Dakota : 2,570 : 1,954 : 1,856 : 1,771 - 183 : - 85 
South: : 2,010 : 1,933 : 1,991 : 1,986 53 5 
EE cdachacnscncees : 4, 368 : 5,524 : 6, 230 : 6,620 + 1,096 : + 390 
: 7,868 8,571 : 9, 234 : 9,335 + 764 101 
i West North Central ... ; 80, 263 : 87, 218 : 93,816 : 96, 485 + 9,267 : + ~~ 2,669 
: 3,113 : 2,951 : 2, 358 : 2,986 35 128 
; eer eee : 9, 365 : 9,498 : 9,529 : 9, 656 + 158 + 127 
j District of Columbia ... : 121 : 167 : 118 : 104 - 63 - 14 
: 14,936 : 15,199 : 15,782 : 15,820 + 621 38 
i West Virginia .......... : 4,151 : 4,695 : 4,514 : 4,586 - 109 + 72 
\ North Carolina ......... : 5, 044 : 5,789 : 7,016 : 6,176 : + 387 - sho 
j South Carolina ......... : 1,055 3 1,169 : 1, 583 : 1,295 : + 126 - 288 
: 5, 887 : 5,948 : 7,275 : 5, 680 = 268 : - 1,595 
DONE dnttnsniecncesse : 1,834 : 1,981 : 1,914 : 2,112 : + 131 : + 198 
South Atlantic ....... 3 397 3 50, 3 48415 : + 1,018 2,174 
: 16, 966 : 18,102 : 18, 446 : 19,026 : + + 580 
ON, ec caewannnoine : 10, 228 : 10, 314 : 10, O44 : 10, 626 : + 312 : - 18 
nee : 3,334 : 4,082 : 4, 506 : 4,196 : + 114 : - 310 
: 10,459 : 8,979 : 9, 187 : 8, 222 
Fast South Central ... : 41,487 41,477 42,783 : 42,070 1 
: : : 
: 4,971 : 4,413 : 4, 695 : 4,105 : - 308 : 590 
: 7,743 : 6,535 : 6, 605 : 6, 319 - 216 - 286 
: 3,192 : 3,331 : 3, 446 : 3,482 : + 151 36 
: 14,954 : 13,534 : 13, O49 : 11,799 = 1,735 1, 250 
West South Central ... : 30, 860 27,513 273/95 3 25,105 : = 2,108 = 2,090 
: 1, 366 1,311 1, 263 1,212 99 51 
1,257 1,170 1,209 1,102 - 68 - 107 
1, 346 1,073 1,177 1,238 : + 165 61 
Colorado 2,533 2,331 2, 2, : - : - 164 
New Mexico . 591 527 572 503 : - : - 69 
Arizona .... 84s 1,059 861 : 978 i - 81 : + 117 
2,530 2,621 2,785 2, 666 : + 45 119 
: 213 : 24o i 290 3 
i Mountain 10, 744 : 332 : 10, 563 10,279 | 284 
: 3,624 : 3,057 : 3,772 3,997 + 340 225 
OS ee ae : 2, 350 : 2, 250 : 2, 335 : 2,181 - 69 - 154 
: : : - 1,476 - 116 
: - 1,205 - 45 
United States ....... : 487,505 : 487,534 : 504,138 : 501,450 + 13,916 : - 2, 688 
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Personal and Collateral Loans of Federally Sponsored Institutions 


) amount of outstanding short-term loans of Federally sponsored 


agenciea?/ - loans of a character similar to those made by commercial banks - 
showed a seasonal decline in the last half of 1937. The amount, however, was 


13 percent larger at the end of 1937 than a year earlier. (See fig. 3.) 


As indicated in table 4, the increase in outstanding loans of this 
type during 1937 was due entirely to the increase in the loans of the pro- 
duction credit associations which increased 31 percent. Federal intermedi- 
ate credit bank advances of this type showed a nominal decline, and loans 
of the regional agricultural credit corporations decreased 3& percent. 


The increase in the amount of outstanding loans of the production 
credit associations from December 31, 1936, to December 31, 1937, occurred 
principally in the East North Central States and in the Pacific States. In 
the former group of States, outstanding loans increased from $15,749,000 to 


$24,935,000. In the Pacific States such loans increased from $14,804,000 
to $22,140,000. 


A comparison of the relative importance of the volume of outstanding 
personal and collateral loans to farmers held by Federally ored agen- 
cies with those held by commercial banks is shown in figure 4. Because of 
the wide seasonal variations in the loans of the Federally sponsored agen- 
cies, chiefly accounted for by the crop production advances of the produc- 
tion credit associations, the mid-year date at which time the crop produc- 
tion advances are near their seasonal peak was selected for the purpose of 
comparison. Of the several geographic divisions, the largest amowt of 
loans by the Federally sponsored credit agencies was concentrated in the 
Mountain States. In these States, 39.2 percent of the combined holdings of 
such agencies and the holdings of commercial banks was held by the three 
Federal credit agencies. This was the highest proportion so held, except 
in the New England States where the total amount of loans was relatively 
small. In general, the Federally sponsored credit agencies held a larger 
proportion of the available loans of this type in the range-livestock areas 
and in the cotton-growing regions. 


OUTSTANDING SHORT-TERM LOANS FROM 


FEDERALLY-SPONSORED AGENCIES 
Demand Deposits of Country Banks 
After reaching a record high in 
the last half of 1937, demand deposits {6 | — 
ef country have turned down- 
ward, reflecting the decrease in farm 
income. Demand deposits in 20 of | ae 


the leading agricultural States, | 


50 
2/ Includ Federal intermediate credit | 
and discounts for “other 


| 

| } 


financ institutions” regional agrical- ° “1923 1925 1927 1929 1931 1933 1935 1937 
tural it corporation loans, and produc- Figure 24008 SUR EAW OF AG@CULTURAL 
t credit association loans. 
oe measured by sember banks of the Federal Reserve Systea located in places of less 
15,000 population in 20 of the leading agricultural States. 


adjusted for seasonal variation, reached a peak of 109 (1924-29 = 100) in 
Auzust 1937. By December this index had declined to 102.5 and a further 
slight decline reduced the index to 101.9 in February of this year. Despite 
the marked decrease from the August peak, such deposits in February 1938 
were only 2.6 percent lower than a year earlier. 


The fact that devosits have held w better than ezricultural income 
is explained in part by the expansion of loans in agricultural areas. 
While some of this increase in loans, as already explained, is due in part 
to the loan program of the Commodity Credit Corporation, the net increase in 
all other loans served to increase the funds available to farmers for current 
expenditures. As indicated earlier, personal and collateral loans of insured 
commercial banks increased during the last half of 1937 by about 8.5 percent, 
whereas it is usually customary for a seasonal decrease to occur during 
these months. Likewise, loans of Federally sponsored agencies of a similar 
type did not show a seasonal decrease as large as that which customarily 
occurs during the last half of the year. During the calendar year, the 
combined personal and collateral loans of these two types of agencies in- 
creased $216,946,000 or 28 percent. 


With demand deposits of country banks maintained at a level rela- 
tively higher than farm income, rural retail sales, as shown in figure 5 
have also been relatively well maintained. For the first 2 months of 1938, 
dollar sales of general merchandise in small towns and rural areas, as re- 


ported by the Denartment of Commerce, were only 3 percent smaller than in 
the same pericd for 1937. 


Table 4.-Short-term loans from Federally sponsored agencies, 
Dec. 31, 1936, June 30, 1937, and Dec. 31, 1937 


Amount of increase’ 
or decrease from 
Dec. 31, : June 30, 


Dec. 31, : June 30, : Dec. 31, 


: 1936 : 1937 +: 41937 : 1936 to : 1936 to 
: Dec. 31, Dec. 3l, 
: : im... 
: 1,000 : 1,000 : 1,000 : 1,000 : 1,000 
: dollars : dollers : dollars : dollars : dollars 
essociations : 104,481 +: 158,751 +: 136,918 : 32,437 :- 21,833 
Regional agricultural : : : 
credit corporations : 25,282 : 22,908 : 15,588 :- 9,694 :- 7,320 
credit banks 2/ : 40,508 : 47,306 : 39,974 :- 534 :- 7,332 
Totel : 170,271 : 228,965 : 192,480 : 22,209 :— 36,485 


Excluding Puerto Rico. 
2/ Loans to and discounts for other financing institutions except cooperatives. 
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PERSONAL AND COLLATERAL LOANS OF COMMERCIAL BANKS AND SHORT- 


14 


TERM LOANS OF FEDERALLY SPONSORED AGENCIES, JUNE 30, 1937 


DOLLARS (MILLIONS) PERCENT 
} oO 20 40 60 80 10 
NEW HAMPSHIRE -- 0.7 
VERMONT ------- 3.6 


MASSACHUSETTS - -2.3 
RHODE ISLAND ----0.7 


CONNECTICUT - ---- 2.0 
NEW YORK - - ----27.6 
NEW JERSEY------ 7.6 
PENNSYLVANIA---18.2 
- 22.0 
INDIANA-- 20.8 
ILLINOIS 45.6 
MICHIGAN - 123 
WISCONSIN 21.0 
MINNESOTA 41.6 
47.6 
MISSOURI 41.3 


NORTH DAKOTA 21.2 
SOUTH DAKOTA---17.7 


NEBRASKA-- 42.6 
KANSAS --- --~---364 
DELAWARE ---- 0.6 
MARYLAND - - - 4.1 
VIRGINIA 12.3 


WEST VIRGINIA 2.9 
NORTH CAROLINA -14.4 
SOUTH CAROLINA- - 9.9 


GEORGIA 19.0 
FLORIDA 3.2 
KENTUCKY 11.2 
TENNESSEE 13.2 
ALABAMA 20.2 
MISSISSIPPI 19.1 
ARKANSAS 16.3 
LOUISIANA 9.9 
OKLAHOMA 31.2 
TEXAS 100.5 
MONTANA 20.7 
IDAHO 15.9 
WYOMING 16.6 
COLORADO 23.2 
NEW MEXICO 10.9 
ARIZONA " 7.8 
UTAH 14.3 
NEVADA 3.3 
WASHINGTON - 15.1 
OREGON 16.8 
CALIFORNIA - - 86.2 
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r- Short-term loans of federally 
sponsored agencies 


Figure 4, - Short-term and intermediate-term loans of federally 
sponsored agencies, of a character similar to personal and col- 
lateral loans to farmers made by commercial banks,which amounted 
to $228,965,000 on June 30, 1937, were equal to 24.0 percent of 
the combined holdings of such agencies and the holdings of com 
mercial banks. On the same date, personal and collateral loans 
of commercial banks amounted to $726,400,000. 
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A comparison of demand deposits of country banks by regions is pre- 
sented in figure 6. It will be noted that demand deposits in the Corn Belt 
States and in the range States reached new high levels in the last half of 
1937. In the cotton-growing States, on the other hand, deposits failed to 
Teach the level attained at the beginning of 1937. The lower level of farm 
income accompanying the abnormally large cotton crop of 1937 was reflected 
in a seasonal increase of less than the normal proportions. For the year 
as a whole, however, average deposits in the cotton-growing States were 
about 11 percent higher than in 1936, due to the high level of deposits 
during the first half of 1937. Average deposits in the Corn Belt States 
during 1937 were 8 percent higher than in the previous year, and in the 
range States 9 percent higher. 
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FARMERS' MUTUAL FIRE INSURANCE - NEW DEVELOPMENTS 


N. Valgren 
Principal Agricultural Econanist 
Farm Credit Administration 


Farmers' mutual fire insurance is one of the oldest ani most wide- 
spread forms of rural cooperation in the United States. It is now carried 
on through 1,941 compaies, most of which are in the eastern and north 
central States. 


The oldest of the existing famers’ mtual fire insurance companies 
were organized more than 100 years ago, end fully half of the entire group 
began business more than 50 years ago. These companies as of December 31, 
1935, had about 3,262,000 members who held approximately 3,800,000 policies 
for a total amount of insurance exceeding 11 billion dollars. About 88 
percent of this insurance is on farm or country property. The rest is 
mostly on residence property in towns and villages, and in the outlying i 
sections of cities. The farm areas served by the different farm mutuals 
in this group vary from a single township to an entire State ani in a very 
few instances parts of more than one State. The more typical area for such 
companies is one to four counties. 


Considered as a group, farmers’ mtual fire ingirance companies in 
the United States have an excellent record both from the viewpoint of 
fewness of failures among them, amd from that of providing farmers with 
needed insurance protection at a moderate cost. Their average anmial cost 
of insurance has varied from less than 24 to 32 cents per $100 of insurance 
during the last soore of years. The highest average ammal cost of 32 cents 
occurred in the depression year 1932. 


Inter-Company Cooperation 


The more noteworthy of recent developments in farmers’ mtual fire 
insurance have resulted largely from more effective inter-company coopera- 
tion. These developments, the progress of which naturally varies from 
State to State, include the standardization of forms end methods, in- 
creased use of reinsurance in the case of larger individual risks, special 
loss prevention activities with a view to further reduction in inmra@ace 
costs, and a shift from post-loss to advance assessments coupled with a 
program of building up reasonable reserves or safety funds. 


Inter-company cooperation among farm mutuals is promoted and 
achieved largely through informal State-wide organizations of such 
companies. There are at present 27 of these inter-company organizations 
or State associations as they are generally called, Twelve of them came 
into existence in the last quarter of the preceding century, and 15 have 
been organized since 1900 - 3 of them in 1936. The older as well as the 


newer of these State associations have been decidedly active in racent 
years. 


In a few States notably California, North Dakota, Michigan, 
Tllinois, New Jersey, Missouri and Arkansas, standardization of the 
policy forms has been reasonably complete. Significant progress in this 
direction has been made in Indima, Iowa, Kansas, Ohio end Wisconsin. 
Initial steps looking toward standerdization of forms and methods have 
been teken in Minnesota, Pennsylvania, New York and several other States. 


Reinsurance Now Widely Used 


One of the weaknesses of many of the farm mtuals in the past has 
been their inclination to assume and to retain, unaided by other companies, 
unduly large individual risks relative to their volume of insurance in 
force. This has exposed such companies to the possibility of occasionally 
heavy anmeal assessments. To an increasing extent the small md mediun- 
sized mtuals now reinsure a part of all risks that are unduly large for 
the individual mtual to carry alone. Special reinsurance organizations 
for farm mtuals have been provided in 10 States. In most of these as 
well as in other States, reinsurance is also being exchanged directly be- 
tween local mtuals. In a few States reinsurance distributing offices 
have been provided to assist local mtuals in the direct exchange of re- — 
insurance, Some of the farmers’ mtual reinsurance campanies also provide 
a form of annual blanket reinsurance which in effect guarantees against 
the necessity of raising assessment rates for the year more than 25 per- 
cent, or some other stipulated percentage, above the 5 or l0-year average 
for the reinsured company. 


Various loss prevention activities on the part of farm mtuals 
have been stimulated and improved by the exchange of information and ex- 
perience in the State association meetings. Such activities include more 
adequate inspection of risks at the time insurance is written and further 
inspection during the policy term by specially trained inspectors who 
give their full time to this particular service. An increasing mmber of 
these mtuals are exerting themselves to place simple fire fighting eqip- 
ment in the homes of their members, to encourage the proper use of 
lightning rods, to install spark arresters on the chimneys of shingle- 
roofed dwellings, and to promote the extension of organized rural fire 
protection. More and better information bearing on fire prevention, is 
distributed to insured members either in separate circulars or as a part 
of the annual reports. 


Increased Use of Advance Assessments 


To an increasing extent the original farm-mtual plan of post- 
poning assesaments until losses have already been incurred and, if mces- 
sary, borrowing money pending the levying of an assessment, is giving way 
to a plan of advance assessments. Under this more modern plan, approxi- 
mately one year's estimated cost of insurance is generally collected when 
policies are written. Anmally thereafter further advance assessments 
are levied and collected to cover the propsective needs of the company 
for about 12 months ahead. The adoption of an annual advance-assesament 
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plan generally includes a program for the building up of moderate reserves 
or safety funds by means of an allowance in the annual assessments until 
such funds are on hand. 


This latter program indicates a growing conviction on the part of the 
farm mutuals that the invisible assets that they possess in their legal 
right to assess and collect from members on a prorata basis the sums re= 
quired to make good their obligations, need to be supplemented by reason- 
able amounts of visible and tangible assets actually on hand in the 
company's treasury. The presence of visible assets in the form of reserves 
or safety funds inspires confidence in the soundness and stability of such 
a company on the part of mortgagees with whom it comes in contact as well 
as on the part of its own members and prospective members. The proper use 
of such funds further tends to stabilize the annual assessment rates and 
thus to avoid the need for a discouraging levy following an unexpectedly ) 
adverse loss experience. 


Regional Variations in the Sources and in the Tenure Distribution 
of Farm-Mortgage Credit, Outstending January 1, 1935. This mimeogranhed 
report, issued by the Bureau of Agricultural Economics in February 1938, 
provides a detailed analysis of the 1935 farm-mortgage debt estimates 
which were compiled jointly by the Bureau of the Census and the Bureau 
of Agricultural Economics. 


The report shows the proportion of the total debt held by various 
types of lenders, distributed by tenure. The highest percentages of loans 
resting on owner-operated farms in 1935 were 70.8 percent for individuals 
and 63.3 percent for the Federal land banks and the Land Bank Commissioner, 
as compared with 64.1 percent for all lenders. The lowest percentage of 
total debt on owner-operated farms is shown for the life insurance com 
panies (54.5 percent). 


At the beginning of 1928 about 59 percent of the total farm-mortgage 
debt rested on owner-operated farms, whereas by 1935 more than 64 percent 
rested on such farms. In the latter year, however, the Federal land banks 
and Land Bank Commissioner and commercial and savings banks had a smaller 
percentage of their loans on owner-operated farms than in 1928. 
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CROP INSURANCE FOR WHEAT - - - - 


William H. Rowe, 
Senior Agricultural Economist 


The crop insurance program for wheat, made possible by the Agricultu- 
ral Adjustment Act of 1938, is rapidly getting under way. A Federal Crop 
Insurance Corporation and the Washington organization for over-all administra- 
tion of the program were set up shortly after the Act was passed by Congress 
in February of this year. Field organization plans, likewise, are progressing. 


Nearly 20 Years of Research 


The new wheat crop insurance program, in a large measure, has been an 
outgrowth of crop insurance research conducted by the Bureau of Agricultural 
Economics over a period of nearly 20 years. 


In the early 1920's the activities of private companies then insuring 
field crops were studied carefully. A bulletin entitled, Crop Insurance: 
Risks, Losses and Principles of Protection, by Dr. V. N. Valgren (now with 
the Farm Credit Administration) was published in 1922. This bulletin, which 
described the first important attempts made in 1917 and 1920 to work out a 
general plan of insurance coverage for farm crops, summarized the results of 
early ventures in crop insurance and the principles that should be followed. 
The present program of crop insurance is based in large measure on the prin- 
ciples set forth at that time. 


In April 1923, hearings were held before a Senate Committee on crop 
insurance, to which investigation Secretary of Agriculture Henry C. Wallace 
(father of the present Secretary) and Dr. V. N. Valgren contributed materially. 
Public interest in crop insurance was strong but as a result of heavy losses 
most of the insurance companies shortly thereafter discontinued or materially 
curtailed their activities in this type of insurance. Hardly a year has 
passed since that time that has not seen some bill introduced in Congress to 
provide for crop insurance or some proposal for crop insurance submitted to 
the Department of Agriculture. The Bureau has given careful study to these 
bills and plans. 


Active research in crop insurance was started again early in 1936. 
The Agricultural Adjustment Administration had acquired a substantial amount 
of information on wheat and cotton yields on individual farms incident to 
its adjustment programs. The wheat data were tested and analyzed to see if 
they might provide an actuarial basis for crop insurance. The results soon 
showed promise of yielding reliable and useful figures and an allotment was 
made by the Secretary from the Special Research Fund to carry on the studies. 
With the occurrence of the severe drought in the summer of 1936 and the 
introduction of legislation in Congress to provide for crop insurance, im- 
petus was given to the study. 


| 

| 


- 20 « 


In September 1936, the President appointed a Committee to study crop 
insurance. The Secretary of Agriculture was chairman. The Committee re- 
ported in December 1936, recommending a program of crop insurance for 
wheat. Shortly thereafter a bill was introduced by Senator Pope providing 
for crop insurance on the basis of the recommendations of the President's 
Committee on Crop Insurance. The bill was passed by the Senate on March 30, 
1937.: Hearings were held later by a subcommittee of the House Committee on 
Agriculture. The bill was reported out favorably but inasmuch as adjourn- 
ment occurred shortly thereafter no action was taken by the House in 1937. 
The measure, essentially as passed by the Senate, was included as Title V 
of the Agricultural Adjustment Act of 1938 which was enacted into law in 
February 1938. 


The Corporation and its Manazement 


The Federal Crop Insurance Act (Title V of the Agricultural Adjust- 
ment Act of 1938) provides for the organization of the Federal Crop Insur- 
ance Corporation, an agency of and within the Department of Agriculture. 
The Corporation has an authorized capital of $100,000,000, not more than 
$20,000,000 of which shall be appropriated before the end of the fiscal 
year ending June 30, 1939. In addition to the capital fund, which serves 
as a reserve, there is authorized to be appropriated each year a sum not 
exceeding $6,000,000 to cover operating and administrative costs. 


The management of the Corporation is vested in a Board of Directors, 
composed of three persons, appointed by the Secretary of Agriculture and 
subject to his general supervision. The members of the Board of Directors, 
who must be persons employed in the Department of Agriculture, are: 

M. L. Wilson, Under Secretary of Agriculture, Jesse W. Tapp, Assistant Ad- 
ministrator of the Agricultural Adjustment Administration, and R. M. Evans, 
Assistant to the Secretary of Agriculture. The executive officer of the 
Corporation, called the Manager, is selected by the Board of Directors, 
subject to the approval of the Secretary of Agriculture. Roy M. Green, who 
for more than 2 years has been in charge of the Division of Agricultural 
Finance in the Bureau of Agricultural Economics, was appointed Manager. 


Field Organization 


The Federal Crop Insurance Corporation will have branch offices to 
begin with in Kansas City and in Minneapolis, both of which were selected 
because of their location and importance in the wheat trade. Actual opera- 
tions will be condugted from the branch offices, while the Washington of- 
fice will be confined largely to supervision and control. 


Local operation of the program will be carried on by the county 
agricultural conservation committees now administering the programs of the 
Agricultural Adjustment Administration. These committees are exception- 
ally well equipped to handle the local operations of the program. They 
have had several years experience in the administration of other farm pro- 
grams and have acquired a large amount of information and knowledge re- 
garding farms and farming conditions in their counties. In fact, the ex- 
istence of the county committees is one of the factors that makes crop 
insurance possible at the present time. In addition, State Supervisors of 
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Crop Insurance, subject to supervision by the Corporation, will work in co- 
operation with the State Agricultural Conservation Committees. 


Payments "In Kind" 


One of the principal features of the program is that it provides for 
insurance "in kind." The amount of premiums and of indemnities for crop 
losses will be determined in wheat and may be paid in either wheat or its 
cash equivalent. Wheat collected as premiums, or purchased with premiums 
paid in cash, will form the reserve of the Corporation out of which losses 
are to be paid. This feature of the insurance will eliminate many of the 
problems that would occur as a result of fluctuations in wheat prices if 
the insurance were written guaranteeing a certain income per acre. In 
other words, the Corporation does not assume risk of price fluctuations 
but assumes only the risk of damage to the crop. 


Provision for payment “in kind" does not necessarily mean that a 
farmer must deliver actual wheat. In fact, the Corporation probably will 
not accept actual wheat; it will accept warehouse receipts for wheat, and 
when it pays losses in wheat it will probably pay them in the form of ware- 
house receipts. When losses are paid in cash, such payments will be in the 
Cash equivalent of that wheat. 


Insurance "in kind" by its very nature has "ever normal granary" 
features. The reserves of the Corporation will be built up in years of 
good crops through an excess of premiums over losses and depleted in years 
of extensive crop failure when losses will exceed premiums. The net flow 
will be into the reserves in years of good crops and out of the reserves in 
years of extensive crop failure. Insofar as this plan provides stability 
in the supplies of wheat offered on the market it should contribute to 
stebility in price. 


Wheat reserves will not be subject to manipulation. The Act re- 
stricts purchase of wheat to the investment of premiums received in cash 
equivalent. Sales can be made only to pay crop losses. Minor exceptions 
provide for sales to prevent deterioration and to make possible efficient 
handling of reserves, but prompt replacement is required. These restric- 
tions on purchase and sales of wheat are required to be placed in the 
insurance contract. 


Coverage and Cost 


The amount of coverage per acre on an insured farm will be either 75 
percent or 50 percent of the average yield for the farm, the percentage 
ordinarily being optional with the farmer. Thus the amount of insurance 
that a farmer may obtain will depend on the producing ability of his land. 
This plan is more equitable than one that would give all farmers, regard- 
less of the productivity of their land or their farming ability, an equal 
amount of coverage. 


The insurance premium will not be fixed as a certain percentage of 
the coverage as is customary in ordinary insurance. The premium will be a 


certain amount of wheat per acre. It will depend half upon the crop loss 
experience on the insured farm and half on the crop loss experience for the 
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county. The loss experience on the insured farm in itself would be inade- 
quate for a rate purpose. For many types of weather hazards, such as hail f 
or hot winds, the loss experience for the farm does not reflect the proba- 
ble future losses as adequately as the county crop loss experience does. | 
The crop loss history for the insured farm is an important factor in , 


hazards resulting from soil and management factors involved in the produc- 
tion of a crop. 


Since the insurance is yield insurance, it must necessarily cover 
substantially all umavoidable risks. To attempt to insure specific risks 
would involve the difficult problem of determining the extent to which a 
crop loss results from different causes. This would be extremely diffi- 
cult. Furthermore, since the only data available for determining premium 
rates are yield data, it is necessary that the insurance cover all un- 
avoidable risks. 


Farmers when applying for wheat crop insurance will furnish a his- 
tory of yields on their farms for the base period, 1930-35. Much of this 
information is already available as a result of the wheat adjustment pro- 
grams of the past few years. From these data, the average yield and the 
crop loss experience for the farm will be determined for the base period 
and then adjusted to reflect the experience of the 10 years, 1926-35. The 
crop loss experience for the county has already been determined as a result 
of actuarial studies from sample farms in each county. The final premium 
figures will be an average of the loss experience on the insured farm and 
the county loss experience. Undoubtedly, in many cases information will 
not be available for the base period and appraisals will be necessary. 


Each county and, to a certain extent, each farm will thus have a 
rate fitted to its own conditions. Low risk areas will not be expected to 
Carry the losses of high risk areas, and low risk farms will not be expected 
to carry the losses of high risk farms. The farmers will pay as premiums the 


net cost of the insurance. Provision is made by appropriation for expenses 
of operations. 


Many technical matters are covered by the regulations, such as the 
farm unit for insurance purposes, separate policies for landlords and tenants, 
assignment of policies to secure loans, manner of determining the cash equiva- 
lent, payment in classes and grades of wheat other than the specified grade, 
method of determining the amount of loss to be indemnified. 


Research Work on Other Crops 


In many respects wheat lent itself most readily to the initial crop 
insurance trial. And the application of such insurance to other commodities 
will depend somewhat on the experience gained with wheat. The Bureau of 
Agricultural Economics is now conducting research work on insurance for 
cotton, corn, and other crops. Each of these commodities presents problems 
that are separate and distinct and in many respects somewhat more involved 
than those encountered in wheat. 


MERCHANT CREDIT PROBLEMS INVOLVED IN SPECIALIZED CROP PRODUCTION 


Burton D. Seeley 
Formerly Assistant Agricultural Economist 


Merchant credit plays a major role in financing crop production in 
many sections of the country. It is especially important in areas of 
specialized crop production along the Atlantic seaboard and the Gulf of 
Mexico, in southern California, and in isolated trucking sections through- 
out the South end West. Dealer credit LU a specialized form, often over 
shadows all other types of credit. 


The paradox of highly developed agricultural enterprises being 
financed by a high cost credit system is largely explainable in terms of 
the operating requirements of such enterprises. As a farm enterprise be- 
comes more and more specialized, the size of business (measured in terms 
of dollar volume of output) tends to increase as does also the expense 
per production unit. 


Incom, however, increases less rapidly then expenses, and an in- 
creased need for operating capital results. Moreover, in areas which 
depemd largely on dealer credit, production is usually very seasonal amd 
growers incur ea large part of their expenses of production before any 
substantial part of their income is received. These two factors place a 
burden upon the farm operator which he is generally unable to meet with- 
out resort to credit. In addition the oftentimes speculative nature of 
his production, due to a one crop system, perishable products, and highly 
fluctuating markets, frequently makes the operator's enterprise an un- 
bankable risk. Such risks will be taken only by agencies that have a 
special interest in having the grower finenced, namely those who sell 
supplies or market the grower's product. 


Virginia's Eastern Shore Area 


The extent to which dealer credit is relied upon to finance 
specialized crop production is illustrated by conditions in the Eastern 
Shore area of Virginia. This is a highly developed area of specialized 
production of early potatoes, supplemented by one or more specialty crops. 
A study of this area, covering the period 1928-36 2/ and recently released 
by the Burem of Agricultural Economics, points out that the production 
credit system of the Eastern Shore is characterized by: 


1/ Dealer credit consists of advances of supplies, end sometimes cash, by 
merchants specializing in furnishing growers with supplies or in marketing 
specialty crops. 

2/ Seeley, Burton D. Financing Crop Production on the Eastern Shore of 
Virginia, Mimeographed; February 1938. 
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1. The large proportion of current operating expenses met by credit. 
In 1929 two-thirds of all current operating expenses were met by 
credit. In 1936 more than $3 out of every $4 used for operating 
expenses were borrowed. In 1929, more than 50 percent of cur- 
rent operating expenses were financed by dealer and landlord 
credit. In 1936 cash credit was practically nonexistent save 
from government agencies. 


2. The extreme degree to which dealer credit furnishes this 
financing. Direct crop expenses which made up more than 70 
percent of the total operating expases in 1929 were three 
quarters credit financed. More than $2 out of every $ of : 
this credit was in the fom of supply advames, over 90 per 
cent of which were made by dealers. Landlords fumished the 
remainder. Dealers also furnished a large share of the cash 
credit for farm operation. Together with the dealers they 
furnished more than was furnished by banks. 


These two phenomena are largely explainable in terms of the nature 
of the enterprise. Over and above this is the grower's inability to 
finance the enterprise himself or to operate on a basis which will permit 
the bank or other cash credit agency to finance hin. 


The total working capital requirements of the Easter Shore agri- 
cultural enterprise totaled more thm $8,000,000 in 1929. This amounted 
to em average requirement of approximately $2,087 per grower. Cash on 
hand and supplies on inventory reduced the amount to be financed to 
$5,771,000. This was an average financing requirement of $1,487 per 
grower. Yet more than one-half of the growers had a net worth estimated 
by bankers to be less than $1,000. Almost three out of four of the growers 
who owned a part of the whole of the farms they operated had a net worth 
of more than $1,000. But less than one-half of the farms were operated by. 
this graup. As the growers were pressed more and more by unfavorable 
circumstances from 1931 through 1936, many of them lost all equity in 
their farms. 


Working capital reqirements are large because expenses are high 
absolutely and per unit of business, because these costs are largely for 
supplies and labor which mst be purchased, and because of the relatively 
long lag between the incurring of major expenditures and the reali ation 
of sufficient income to finmce the enterprise. 


Current farm-business expenses on the Eastern Shore averaged $2,500 
per farm in 1929 - about $80 per acre of crop lami. Moreover, during the 
first 5¢ months of the crop year approximately one-third of the total 
operating expense was incurred while no income was received. (See fig. 1) 
During the next 24 months another third of the operating expense was in- 
curred, and less than 10 percent of the income was received. To meet 
these large expa@mses during the period when income was low it was neces- 
sary for the growers either to have large cash balances on hand or to rely 
extensively upon credit. As already indicated, most of the expenses were 
met by use of credit, and the credit was supplied in large part by dealers 
and lendlords. 
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CUMULATIVE INCOME, EXPENSE.AND CREDIT, RELATED 
TO OUTSTANDING CREDIT AND REPAYMENTS 
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Figure 1. - Expense and credits rise sharply from January through 
June in the Eastern Shore area. Income, starting in May, rises 
almost veritcally during June and July. Repayments begin in May, 
accelerate rapidly during July and August, and taper off during 
the remainder of the calendar year. Cash loans and supply ad- 
vences contimue until October. Outstoending credits begin to be 
reduced in June and drop sharply during July and August. 
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Most of Crop Financed in 1956 


The present credit system of the Eastern Shore is basically the 
seme, with one important difference, as it was a decade or more ago. 
Through the 9-year period 1928 through 1936, crop-lien and marketing- 
contract finmecing have become progressively more important until the 
majority of the crop was thus financed in 1936. Moreover, in 1936 dealer 
credit furnished a greater share of the total financing than ever. During 
the depression years, production would have been virtually at a stanistill 
(and would have been severely curtailed in 1929) were it not for the 
existence of the type of financing now prevalent. 


Prior to 19350 or 1931 the reserves maintained by the grower were 
largely a matter of choice. His contimed prosperity extending virtually 
unbroken for almost two decades would have enabled him to reserve enough 
within a relatively short period to finance his entire enterprise if he 
had so chosen. Since 193] his market has been such that he could do no 
more than hold his own. Indeed, he has experienced difficulty in doing 
this because of the heavy losses suffered during 1928, 1930, and 1931. 
Prior to 1931 the grower preferred not to accumulate working capital. Or 
more correctly he preferred to use his income immediately. He was also 
probably actuated by the desire to shift, temporarily or permanently, the 
burden of a poor season to a dealer. Also some growers preferred to use 
dealer credit (and pay the long price charged) to inmre more advantageous 
adjustment if the supplies were not up to expectations. Tenant operators, 
also were reluctant to finance the landlord's share of the fertilizer and 
seed expen se. 


Credit System Speculative 


With respect to the production-credit system on the Eastern Shore 
of Virginia, it was concluded in the recent study that the system was 
essentially speculative in nature because growers, dealers, and in some 
cases manufacturers of supplies assumed so little responsibility for their 
actions. The grower passed a large share of his responsibility to the 
dealer, the dealer to the banks and supply manufacturers, the supply mam- 
facturers in many cases to large city banks. 


Any major reforms mst be accamplished by changes in the character 
of the business or the practices of the people operating the business, or 
both, or in different credit arrangements. But accepting the practice of 
producing one majo? specialty crop - either alone or supplemented by other 
specialty crops - as the type of farming to be followed, it is believed 
that the present credit system can be improved. It falls short even 
during nondepression years because of failure to adhere to certain sound 
financial principles. 
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RESEARCH IN COUNTRY BANKING 


Fred L. Garlock, Senior Agricultural Economist 


Banking difficulties during the depression created an attitude of 
introspection on the part of bankers which has led them to initiate, spon- 
sor, or cooperate in numerous research projects designed to reveal how 
their operating methods and management policies may be improved. Since 
1933, research projects have been undertaken by the Bankers Associations 
of more than 4O States. 


A noteworthy report on one of these studies, “Banking Developments 
in New York State, 1923-34", was prepared by a commission appointed by the 
New York State Bankers Association. The Committee on Banking Studies and 
the Research Council of the American Bankers Association have produced a 
succession of valuable reports dealing with bank management problems and 
such other subjects as Government lending agencies and the postal savings 
system. Moreover, an extensive program of banking and financial research 
has been planned for the future by the Association of Reserve City Bankers 
in cooperation with the National Bureau of Economic Research. The broad 
outlines of this program and an inventory of financial research already 
completed or now under way are described in bulletins recently issued by 
the National Bureau of Economic Research. 


In addition to the studies initiated by bankers, several agricultural 
experiment stations have made studies of various features of country bank- 
ings Preliminary reports have been published recently upon two of such 
studies, "Short-Term Loans to Farmers by Michigan Country Banks,"by the 
Michigan Agricultural Experiment Station at Lansing, and "Short-Term Lenéi- 
ing to Farmers by CountryBanks" by the Minnesota Agricultural Experiment 
Station at St. Paul, Minnesota. 


The Michigan study classifies bank loans to farmers by size and pur- 
pose, measures the seasonal fluctuations in such loans, traces their de- 
cline during the depression, and shows the proportion of new loans paid an-= 
nually. It also reports results of a questionnaire sent to bankers cover= 
ing questions about the payment and loss records on loans to farmers and 
loans to others. In the Minnesota stuiy the loans to farmers outstanding 
on July 1, 1936, in five banks are analyzed to determine the proportions 
that were secured and unsecured, the dates when the loans originated, the 
percentage increases or decreases from the time the loans were maie to 
July 1, 1936, and the relation of the loans to the net worths of the bor- 
rowerse 


A more comprehensive approach to the problems of country banks in 
financing farmers and other borrowers in their home communities has been 
made by the agricultural experiment stations of Wisconsin and Utah in 
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cooperation with the Bureau of Agricultural Economics. In these studies 
the loan and investment policies of country banks, and their experiences 
with various kinds of loans and investments, are being analyzed with ref- 
erence to changes in the financial condition of the banks during the pe- 
riod 1929-35. The principal objective of these studies is to show the 
extent to which depression conditions reduced the ability of the banks 

to meet the demands of depvositors and supply their local communities with 
credit, and to indicate the changes in loan and investment policies that 
would have been required to insure greater strength and serviceability on 
the part of country banks. An earlier study of similar character was con- 
ducted by the Arkansas Asricultural Experiment Station in cooperation with 
the Bureau of Agricultural Economics; the results of this study were pub- 
lished in two Station Bulletins entitled respectively "General Indicators 
of the Condition of Arkansas Banks" and “Bank Failures in Arkansas." 


These are but a few of the studies of country banking made by 
State agricultural exnerirment stations and by the Bureau of Agricultural 
Economicse The character of other studies made by these orzanizations 
is reflected by the following titles: 


"Long-Term Loans of Iowa Banks," by the Iowa Agricultural 
Experiment Station. 


"The Economic Efficiency of Texas Country Banks," by the 
Texas Agricultural Experiment Station. 


“Farm Mortgages and Commercial Bank Loans to Farmers in 
Arkansas," by the Arkansas Agricultural Experiment Station. 


"Bank Loans to Farmers on Personal and Collateral Security," 
by the Bureau of Agricultural Economics. 


“Agricultural Loans of Commercial Banks," by the Bureau of 
Agricultural Economics. 


"Demand Deposits of Country Banks," by the Bureau of Agri- 
cultural Economics. 


"Effect of the Seasonality of Agriculture in Iowa Banking," 
by the Bureau of Agricultural Economics. 


"Loan Overations and Liquidity Requirements of an Iowa Bank," 
by the Bureau of Agricultural Economics. 


The research institutes of a number of universities also have 
devoted attention to problems of country banking. Among the studies 
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issuing from this source are the following: 
"A Type Study of American Banking." (Minnesota) 
"Supervision and Control of Virginia State Banks." 
“History of Commercial Banking in Wisconsin.* 
"Banking Turnover and Facilities in Illinois." 
"Commercial Banking in Colorado." 
“Management of Unit Banks." (Michigan) 
"State Bank Failures in Michigan." 


"An Analysis of the Causes of Bank Failures in 
New Mexico, 1920-25." 


"National Bank Failures in Nebraska." 
"State Bank Failures in Nebraska." 


The studies named do not constitute a complete list, but will serve 
to indicate the variety of subjects that have been touched upon by re- 
search workers interested in country banking problems. Some of the re- 
search has been of limited value, either because adequate data were not Oob= 
tainable or because the projects were not so framed as to produce very use- 
ful results. A major shortcoming has been the failure to show clearly 
how the circumstances and interests of the banks’ patrons, including local 
farmers and business men, were inter-related with those of the banks. 

These are natural defects in a field of activity that was opened up only 

a few years ago and in which sympathetic cooperation between research work- 
ers and country bankers has been slow to develope Before the depression 
very few country bankers felt the need of an outside viewpoint on their 
problems, and it was difficult for research men to obtain data from the 
bankse Research workers on their part often were not sufficiently familiar 
with banking methods and problems to frame projects that would be of value 
to bankers and others. Too often, consequently, research work has been 
limited to published data which contained little information on the es- 
sential problems of gountry banks, and has been so poorly organized as to 
fall far short of its mark. 


There are excellent opportunities for country banks and the re- 
search staffs of local universities, colleges and experiment stations to 
cooperate in mutually profitable research of this nature. Carefully made 
analyses of the past experience of banks with loan, investment and other 
management policies will reveal clearly the general areas within which 
banking policy has been weak and will indicate also wherein the financial 
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practices of local farmers and business concerns have been at fault. 
From such studies both bankers and the patrons of banks may receive many 
valuable suggestions as to means of improving their practice and safe- 
guarding their future positions. To attain these results, however, 
research workers must have free access to the information in the files 
of country banks and advice from bankers with regard to interpretation 
of the data. If country bankers will lay their problems before local 
research agencies and will cooperate and advise fully during the entire 
progress of such projects as may be undertaken, they can expect worth- 
while results from research work. When the initiative is taken by re- 
search workers, they should be certain that their aims and methods justi- 
fy their proposed undertakings before asking for the cooperation of 
bankers. 


Detailed farmmortgage loan data for the period 1930=37 are pre- 
sented in the report “Outstanding Farm-Mortgage Loans of Leading Lending 
Agencies", issued by the Bureau of Agricultural Economics in December 1937. 


The report shows the trend in outstanding farm-mortgage loans, by 
States, for all life insurance companies, Federal land banks and Land 
Bank Commissioner, jointestock land banks, commercial banks and three 
State credit agencies. 


From the beginning of 1930 to the beginning of 1933, loans of the 
Federal land banks decreased from $1,185, 765,000 to $1,105,610,000, but 
by the end of 1936 such loans together with those of the Land Bank Com 
missioner had increased to $2,888,912,000- Loans of all the other lead- 
ing lending agencies, on the other hand, showed substantial decreases. 
Outstanding farmmortgage loans of life insurance companies decreased 
during this 7-year period from $2,105,477,000 to $936,454,000; jointestock 
land banks from $626,980,000, to $133,499,000, and the three State credit 
agencies from $93,274,000 to $32,657,000. 


During this same period, the report points out, the holdings of 
farm real estate, acquired either through foreclosure or assignment, in- 
creased in a substantial amounte The estimated investment in such farm 
real estate held by a selected group of leading lending agencies, rose from 
$149,559,000 at the beginning of 1929 to $989,145,000 at the beginning of 
1937- In the latter year, approximately 64 percent of such real estate in- 
vestment was concentrated in the West North Central States. 
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THE FARMERS' PRESENT TAX SITUATION 


Donald Jackson, Senior Agricultural Economist 


The farmers! tax situation usually has been considered in terms of 
property taxes. This, however, is becoming increasingly less adequate. 
During the past decade many new questions have arisen, affecting both the 
content of the situation and the interpretation of its characteristics. 


Already in the nineteen twenties the general property tax, so called, 
had in many States become virtually a real estate tax. Between the devices 
of exemption, concealment or special taxation at low rates, personal proper- 
ty (both intangible and tangible) was escaping the property tax burden on 
an extensive scale. Thus real estate remained nearly the sole base of the 


property tax - which in turn represented nearly the sole base of rural lo- 
cal taxation. 


This situation obviously was important to the typical farm owner 
and operator. Real estate made up the major portion of his capital and 
wealth. He could not match the personal property holders in degree of es- 
capee Furthermore, the property tax base (unlike the income tax) is cor- 
related only imperfectly and "normally" with immediate tax paying ability, 
and the farmer could not depend upon normal relationships to hold his tax 
bill to a reasonable figure, relative to income. 


In addition to becoming restricted more and more largely to real 
estate, the property tax increased very greatly in amount. The average 
farm real-estate tax per acre for the United States in 1929 was nearly 
five times the corresponding figure for 1890; it was nearly two and one=- 
half (241 percent) times the 1913 figure. From 1920 to 1929 the tax remained 
on a high level, increasing about 8 percent for the decade. Farm real es= 
tete taxes per acre and $100 of value are shown for selected years in the ac- 
companying table.(See table 1.) 


The decade of the twenties was also the period of greatest gasoline 
tax and automobile license development. Net earnings of State motor fuel 
taxes grew from one million dollars in 1919 to 431 millions in 1929. In the 
latter year motor vehicle registration and license taxes also amounted to 
348 millions of dollars. The Bureau of Agricultural Economics has estimated 
that gasoline taxes and automobile licenses paid by farmers amounted to 160 
million dollars in 19%, practically the whole of which was an increase for 
the decade. Of course, some portion of the proceeds of both the general 
property tax and the gasoline and automobile license taxes were used to as- 
sist farmers and others in productive pracesses. Nevertheless, an increase 
of about sixfold from 1890 to 1929 is indicated for property and automobile 
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taxes combined —- the principal taxes which in rural communities have sup- 
ported schools, roads, and general government. The following figures in- 
dicate the farmers! principal taxes in 1930. (In millions of dollars.) 


Real Estate 566 
Personal Property 100 
Automobile Licenses 61 


Gasoline 99 
Income 8 
Inheritance 10 
Poll 6 
Total 


During the depression years from 1929 to 1934 rural property tax levies 
decreased by more than one third. It is questionable, however, that the re- 
duction actually lessened the burden relative to ability to pay. Both farm 
income and farm real-estate values declined more than did taxes. The degree 
of the burden and the precarious nature of the property tax base are suggested 
by the fact that rural real-estate tax delinquency trebled from 1928 to 1932. 


Numerous counties had as high as three quarters of their gensral proper= 
ty levies delinquent in the depths of the depression, although one quarter 
would be a more representative figure. Voluntary delinquency undoubtedly oc- 
curred, but there is a little reason to doubt that economic straits led to the 
major number of the defaults. It is true the average burden of the property 
tax is not too well shown by the extent of delinquency. So long as the de 
linquency occurs preponderantly on low-value land, it is apparent that unfair 
assessment continues as an important contributing cause. Yet the tremendous 
increase in delinquency occurred concurrently with a deterioration of econom 
ic conditions, not with change in the assessment processes. Not only did the 
farmers' tax-paying ability decrease greatly in the early nineteen thirties, 
but retail sales taxes sprang up to increase the total tax payments required. 
The extent of the increase is unknown but certainly was significant. Ob- 
viously its distribution was mst irregular, because sales tax laws have been 
enacted in only 30 States, and their application, rates and time of taking 
effect vary. 


Table 1.- Farm real estate taxes per acre and per $100 of full value, 
United States, selected years. 


2 t Taxes 3 
3 Year : Per Acre : Per $100 : 
: Dollars : Dollars 
1913 : 0.55 : 
2 : 38 : 1.13 : 
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Current Problems 


Farm property taxes are now about 60 percent above their 1913 level. 
Farm income is well above the depression levels and tax delinquency has 
greatly decreased. That tangible property (principally real estate) bears 
an unfair portion of the total tax burden is widely recognized. Retail sale 
taxes are in operation in more than one-half of the States. 


The question is current also whether the property tax burden should 
not be redistributed in an attempt to encourage owner occupancy and con- 
servation of resources, discourage real estate speculation, or otherwise 
modify the position and use of real estate. The most prominent scheme con=- 
sists of “homestead exemption", under which a maximum value of from $1,000 
to $5,000 and a maximum area of perhaps 160 acres would be tax exempt if 
occupied and overated by the owner. In more than one-half of the States, 
such proposals have received positive attention in form of constitutional 
amendments or legislative consideration; and about one-quarter of the States 
actually have such exemptions in operation. Opinion on the subject is still 
varied and uncertain. The avowed objectives of occupant ownership and pro- 
tection of homes from tax delinquency penalties or alienation are confused 
by the probability of readjustment of values by classes of real estate and 


by uncertainty as to the indirect influence on mortgage credit situations 
of ownerse 


Other suggestions for reform taxation remain principally in the realm 
of theoretical speculation. Particularly land utilization reform, however, 
is calling for cooperation from the tax field, and is seriously raising the 
question of regulatory purpose combined with the revenue objective in taxa- 
tion. Probably the realization is gaining ground that all revenue taxation 
is incidentally, but necessarily, regulatory; and that consequently the 
direction of this regulatory characteristic into socially desirable chan- 
nels is both legitimate and essential. 


What Is Ahead? 


Thus the farm tax situation of the immediate future contains several 
major factors which are new, or of recent development. The basis for ap=- 
praising it necessarily is less trustworthy than usually has been the case. 
Is the use of alternative tax sources going to permit an indefinite stabil= 
ization of property taxes at present levels, or will growing revenue re- 
quirements still press on the real-estate tax base? Are automobile and gas=- 
oline taxes going to increase further? Will sales taxes be repealed, as im 
plied when they were advocated, or having been accepted, and now returning 
large revenues, will they become permanent elements of the tax system? 

Will substitute taxes finance the exemptions of owner occupied properties, 
or will decreased revenue force abandonment of this reform taxation? If the 
exemption can be continued, will it be in the long-run social interest to 
continue it permanently? What shifts are likely either to increase 


"tax justice," or to accomplish social reform as a complement to obtain- 
ing revenue? 
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These are some of the principal questions which confuse the present 
outlooke No attempt has been made here to analyze -dequately the individ- 
ual elements, but only to note important items in the development of the 
situation. Improved farm income reduces the emphasis on tax charges, yet 
a characteristic of taxation in the past has been an increase with rising 
incomes and failure to recede with declining incomes. This characteristic 
alone is ample justification for constant scrutiny of taxation developments 
with a view to their significance under future, rather than present, econ- 
omic conditions. 


Farm Real Estate Taxes Increased in 1936 - a mimeographed report 
issued by the Bureau of Agricultural Economics on February 18, 1938. 
It brings up through 1936 the data on average taxes per acre, index num 
bers of taxes per acre, and taxes per $100 of value, for each State, ge- 
Ographic division, and the United States. The report points out that for 
the country as a whole average farm real estate taxes per acre increased 
slightly in 1936. Preliminary evidence indicates a probable further rise 
in 1937. Taxes per $100 of value continued to decline in 1936 because 
land values rose faster than did taxes. 


Farmer Bankruptcies Decline Further in 1937 = a mimeographed re= 
port issued by the Bureau of Agricultural Economics in March 1938. 
Various data on total bankruptcies are presented, also detailed infor- 
mation, by States and types, on the number of farmer bankruptcies during 
the fiscal year 1936-37, 


Based on reports to the Attorney General, bankruptcies among 
farmers numbered 2,479 in the 12 months ended June 30, 1937. This num 
ber represented a 32 percent decrease from the 3,642 bankruptcies in the 
preceding fiscal year. 
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TRENDS OF FARM-MORTGAGE INTEREST RATES .1/ 


E. J. Engquist, Jr., Associate Agricultural Economist 
N. A. Back, Associate Agricultural Economist 


Farmmortgage interest rates in representative areas in the United 
States rose between 1917 and the early 1920's. Since that time they have 
shown a consistent downward trend, although a gradual one, interrupted only 
by a slight rise around 1930. 


These trends are based upon a preliminary analysis of data on farm 
mortgage recordings in 16 States covering the period 1917-35. 2/ Information 
based upon incomplete data for other States indicates that the highest in- 
terest rates prevailed generally in the Rocky Mountain and Southern regions. 
Of the 16 States analyzed, South Dakota shows the sharpest decline in inter- 
est rates between the peak and 1935, and North Carolina and West Virginia the 
least decline. The highest rates, in general, were in Florida, Louiaiana, 
South Carolina, and Oregon. Among the several classes of lenders, commercial 
banks as a group have usually charged the highest rates and the Federal land 
banks have charged the lowest. The greatest decline in rates is found gen- 
erally in those charged by commercial banks. For example, in South Carolina 
the rates of commercial banks fell from 7-7 percent in 1917 to 5-7 percent 
in 1935, and in Oregon from 7-7 in 1920 to 6.9 percent in 1935. 


Differences among States in the combined average interest rates for 
all lenders reflect the influence of at least three factors: (1) the presence 
of a limiting maximum interest rate law: (2) the relative activity of large 
institutional lenders, and (3) rates charged by local lenders. 


Effect of State Interest-Rate Lezislation 


Practically all States have legislation more or less limiting interest 
ratese In many cases, however, either the high maximum or exceptions to the 
maximum allow greater variation among lenders and at different times than in 


/ This article is based on a series of reports, one for each State, entitled "Fare 
Mo. tgage Recordings" at by the Bureau of Agricultural Economics from data obtained 
in a Hation-wide W.P.A. project conducted under the joint sponsorship of the Works 
Progress Administration and the Bureau of Agricultural Economics. Reports presenting 
data on average interest rates, average size of lo and percentage iebribubien, by - 
or other es, a8 Soon as come available be obtained wi t charge f 

the Bureau of Agricultural Economics. 
2/ States included: Maine, New York, New Jersey, Illinois, Iowa, South Dakota, Dela- 


ware, Maryland, Virginia, West Virginia, North Carolina, South 
Tennessee, and Oregon. Carolina, Florida, 
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the low maximum rate States. In a few cases, lenders in a State with a lib- I 
eral maximum rate make loans to farmers in a lower maximum rate State at 

more than the latter's legal maximum. Isolated cases of this kind occa- : 
sionally cause the average rate charged by a type of lender to be slightly 
above the State maximum, as for instance, the 6.1 percent average of rates 
charged by all lenders in Tennessee in 1921. ' 


In a large group of States, maximum interest rate laws limit the legal 
contract rate to 6 percent. Of the 16 States listed in table 1, New York, 
New Jersey, Delaware, Maryland, Virginia, West Virginia, North Carolina and 
Tennessee have laws that substantially limit contract interest rates to 
6 percent. In these States the average interest rates show practically no 
variation over the 16-year period 1917-32, the average rate charged each year 
remaining close to 6 percent. In the 3 years 1933-35, the lower average rates 
for these States reflect the greater activity of the Federal land banks and 
the Land Bank Commissioner. There is very little variation among local lend- 
ers in these States. Individuals, commercial banks, mortgage companies and 
miscellaneous “other" lenders charged quite uniformly the standard 6 percent 
rate. Interest rates charged by large institutional lenders, such as the 
Federal land banks, varied in such States between 5 and 6 percent. 


To a large extent, variations in interest rates between these States 
and others with less stringent laws, are due to the legal requirements. 
Variations in interest rates in contiguous States, where economic conditions 
are somewhat similar, as in North and South Carolina, show the possible in- 
fluence of low maximum contract interest rate laws. For example, between 
1917 and 1935 in North Carolina the average rates of all lenders varied be—- 
tween 6.0 percent and 5.8 percent while in South Carolina they varied be- 
tween 7.6 and 5.4 percent. The lower legal maximum rate in States such as 
North Carolina may, however, restrict the amount of mortgage credit extend- 
ed and the type of security upon which loans are made. 


Influence of Large Institutional Lenders 


The second factor influencing the average rates charged by lenders 
in a given region is the presence of large institutional lenders such as in- 
surance companies, joint-stock land banks and the Federal land banks. The 
competitive effect which such lenders may have on the rates charged by lo- 
cal sources of farmmortgage credit, may cause a lowering of the rates 
charged by other lenders. Aside from this factor, a large volume of loans 
by these lenders at low rates result in a lower average of rates by all 
lenders, Thus, in a State such as Iowa, where approximately 40 percent of 
the mortgages recorded annually were recorded by these large institutional 
lenders, the relatively low rates charged by them influenced the averages 
of all lenders to a greater extent than they did in a State such as Florida 
where most of the mortgage credit was supplied by local lenders. The data 
in table 1 are average#w of rates of all lenders and thus reflect this in- 
fluence. 
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Table 1.— Average interest rates charged on farm mortgages recorded in 
selected years, 1917-35 1/ 


State  :1917 11919 31921 1923 11925 11927 11929 11931 11933 11935 


:Pct. :Pct. :Pct. :Pct. :Pct, :Pct. :Pct,. :Pct. :Pct. 


New York 5.6 5.6 5.8 5.8 5.9 5.3 5.8 5.9 5-7 503 
New Jersey 5.6 ; 5.6 5.9 5.9 6.0 ; 6.0 ; 5.9 5.9 5.7 5.3 
Illinois 5.5 5.8 . 6.3 5.7 . 5.7 5.6 5.6 5.9 5.4 5.0 
Iowa 5.4 5.7 6.2 5.7 5.6 5.5 ; 5.5 5.6 5.2 4.9 
South Dakota 6.0 6.0 6.1 5.5 5.6 5.7 5.8 5.3 4,8 
Delaware 5.7 57 5.9 5.8 5.9 5.9 5.9 5.9 5-7 5.3 
Maryland 5.9 5.9 6.0 5.9 6.0 5.9 5.9 5.9 5.5 5.3 
Virginia 5.9 6.0 6.0 5.9 5.9 6.0 5.9 6.0 5.7 ' 5.6 
West Virginia 5.9 5.9 5.9 5.9 6.0 5.9 6.0 5.9 5.8 5.7 
North Carolina ; 6.0 ; 6.0 6.9 6.0 ; 6.0 6.0 : 6.0 : 6.0 5.8 5.8 
South Carolina 7.3 7-2 7.4 7-2 7.1 7.2 7.3 7.6 5-9 5.8 
Florida Tot 7-5 7.8 7.7 7.6 8.0 7.5 7.5 6.2 6.1 
Tennessee 6.0 6.0 . 6.1 5.9 5.9 5.9 5.9 5.9 5.8 5-7 
Louisiana Tel 7.2 7-6 7.2 7.1 7.2 7.4 7.4 7.9 6.7 
Oregon 6.8 6.7 Tel 6.5 6.6 6.6 6.6 6.7 6.2 5.6 


1/ The average rates in this report were computed by dividing the total 
amount of mortgages recorded in a given year by the total annual interest 
charges for that year. The averages are based on all mortgages filed in 
sample counties. These counties comprise about 20 percent of the total in 
each State and represent the several geographic and type-of-farming areas 
in a State. The average interest rates for certain agencies do not always 
agree with published data. The averages obtained in this study are based 
not only on new mortgages, for which rates are usually published, but also 
on purchase-money mortgages, sales contracts and other irregular types of 
loans. Time lage between the making of a loan and its recordation may al- 


80 cause a variance between these averages and rates published by lending 
agencies. 
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Federal Land Bank Rates 


The Federal land banks, in most States, supplied mortgage credit at 
interest rates consistently below rates charged by other lenders as shown 
in table 2. The interest rates chargeable by the Federal land banks, as 
regulated by the provisions of the Federal Farm Loan Act, in general cannot 
exceed 6 percent and cannot exceed by more than 1 percent, the rate car- 
ried on the last issue of bonds. The rates charged by the Federal land 
banks, therefore, except for the 6 percent maximum provision, reflect to 


some extent variations in interest rates on bonds in the central money 
markets. 


As shown in figure 1, starting in 1917, with a loan rate of 5 per- 
cent in most States, the Federal land banks had increased their rates to 
6 percent by 1921 in all districts. By 1928, the interest rate on new 
loans by the Federal land banks had rather uniformly fallen again to 5 per- 
cent. In the next 4 years, rates were again increased until by 1932, 54 to 
6 percent was the prevailing rate. In July 1933, under the stimlus of the 
Emergency Farm Mortgage Act of 1933, and in preparation for the large- 
scale-refinancing program the rates were reduced to 5 percente Subsequent 
reduction finally brought the loan rate on new loans down to 4 percent by 
June 24, 1935. Direct loans by the Federal land banks were made at one- 
half percent above those made through national farm loan associations. 


The rates charged by the Federal land banks, were uniform for all 
States after 1933. Prior to that some slight variations had existed. 
These variations reflected the relative strength of the various banks, since 
each bank was individually liable for its own bonds, more than they re- 
flected the differences in the economic conditions of the areas. Since 1933, 
loans by the Land Bank Commissioner have been made uniformly at 5 percent 
in all States. The large volume of loans, closed by the Federal land banks 
and the Land Bank Commissioner, in 1933-35 at rates from 5 percent to 4 per- 
cent causes the averagesof rates for all lenders combined to turn down in 
these years, as shown in table l. 


The joint-stock land banks, also established under the Farm Loan 
Act with limitations on interest rates similar to those provided for the 
Federal land banks, were another force in establishing uniform rates of 
interest. Most joint-stock land bank loans were written at 5} percent or 
6 percent interest rates. 


Loan Policies of Insurance Companies 


In most States where insurance companies loaned in volume, their 
rates tended to lower the average rate of all lenders. In most of these 
States the average rates charged by insurance companies were relatively 
uniform throughout the period, fluctuating, as did the Federal land bank 
rates, between 5 and 6 percent. As shown in table 2, Oregon and Louisiana 
are two exceptions. Insurance companies making loans in Louisiana charged 
rates in 1917 averaging 7.6 percent and which fluctuated thereafter be- 
tween approximately 6 and 7 percent. In Oregon, insurance companies charged, 
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Table 2.- Average interest rates charged by types of lenders 


on farm mortgages recorded in 1917, 1920, 1925, 


selected States 


1930, and 1935 in 


Type of 
: Federal land 


: banks and Land : 
: Bank Commis- 


Commercial 


Individuals 


State 


and 


year 


i 


banks 
Percent 


| 
Insurance : county all 
: Percent : : Percent : Percent : Percent + Percent 
Maine: H H H : 
6.2 : 6.2 : -- 6.2 
Se 6.6 : 6.8 : 5.5 : : : 6.6 
6.4 : 6.6 : 5.5 : : : 6.4 
6.3 : 6.3 : 5.5 : : : 6.2 
North Carolina: 8 3 8 
6.9 : 6.0 5.0 : 5.9 : 6.0 
6.0 : 6.0 5.6 : 6.9 : : 6.0 
6.0 : 6.0 5.6 : 6.9 : : 6.0 
Ml stbesesdnnscanae 6.9 : 6.0 : 6.0 : 5.7 : : 6.0 
6.0 : 6.0 : 5.9 : 5.6 : : 5.8 
7-3 : 7.8 : 5.5 : 6.4 : 
7.4 : 7-6 : 5.6 : 5.9 : Tel 
7-4 : : 5.9 : 6.1 : : 7.4 
SEE ececcsowscsssess 8 6.4 : 5.7 : 5.1 : 5.8 : : 5.8 
: 3 : 3 
Florida: 3 3 3 
7-5 3 5.2 3 3 7-7 
7.6 : 8. : 5.6 : : 3 Tel 
ae 7.6 : 7-9 : 5.5 : : : 7.6 
7.4 8.4 : 6.0 : : 7.5 
6.6 : : 4.7 : : : 6.1 
6.0 : 6.0 : 5.4 : 5.7 : : 6.0 
6.0 : 6.0 : 5.5 : 5.9 : 6.0 
6.0 : 6.0 5.4 : 5.4 : : 5.9 
6.0 6.0 : 5.7 5.6 : 5.9 
6.0 : 6.0 ¢ 5.0 : 5.7 : : 5.7 
7-2 : 7-1 5.1 7.6 : 7-1 
8 7.2 : 7.8 : 6.3 : 7.2 
7.5 : 7.6 : 5. : 5.8 : : 7-1 
 wekheexcmncaminn -B 7.6 : 7-9 : 5.6 : 6.9 : : 7.6 
Tok : 7-3 : 5.1 : 6.0 : : 6.7 
: : 3 
Illinois: 3 : : 
3 5.5 5.6 5.1 5.2 : : 5.5 
3 5.8 3 6.0 3 5. 5.4 3 : 5.7 
5.9 : 6.1 : : 5.6 : : 5.8 
ae 5.5 : 5.5 .6 : 5.2 : : 5.0 
lowa: : : : : 
8 5.5 5.8 5.9 5.1 3 5.4 
1920 8 5.6 6.0 : 5.5 5.6 : : 5.7 
1925 ccccccvcccccccce 8 5.6 : 6.3 : 5.4 : 5.3 : : 5.6 
5.4 : 6.1 : 5.5 : 5.5 : 
St deienscsaddenece 5.9 : 5.5 : 4.7 : 5.2 : : 9 
: : : 
6.1 3 7-1 3 5.1 5.3 5.2 6.0 
6.1 : 7.4 : 5.5 : 6.0 : 6.0 : 6.3 
5.9 : 7.4 : 5.4 : 5.2 : 5.2 : 5.8 
§ 5.7 : 6.7 : 5.5 : 5.6 : es 
5.3 : 6.0 : 4.7 : 5.3 : 9 : 8 
7.0 : 7.4 : 5.0 : 7.0 : 5.7 : 6.8 
4 6.8 : 7-7 5.5 : 6.7 : 6.0 : 6.8 
6.7 7-6 : 5.5 : 5.6 : 5.4 : 6.6 
6.8 : 7.5 : 5.6 : 5.9 : 5.5 : 6.7 
5.8 : 6.9 : 4.8 : 6.0 5.4 : 5.6 
| 
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Me 


On an average, 7 percent for farm-mortgage credit in 1917, subsequently 
making farmmortgage loans at rates averaging, roughly, between 5.5 and 
6.5 percent. In almost every State, the early 1920's and 1930's were pe- 
riods in which insurance company interest rates were relatively high. 

The middle 1920's and 1935 were years marked by lower rates. 


The presence of insurance companies as important lenders in certain 
areas is, at least in part, explained by their traditional loan policies. 
The need for relatively safe, low-cost loans has led most insurance com 
panies to confine their operations to first-mortgage loans in low risk - 
high value areas. Naturally, their interest rates reflect these better- 
than<average conditions and have remained relatively constant in different 
areas throughout the period. 


State Credit Agencies 


In two of the States analyzed, South Dakota and Oregon, State- 
sponsored credit was an important factor. Frequently these State credit 
agencies offered credit to farmers at rates lower than those asked by any 
other lender. Such rates, like those of the other large institutional lend- 
ers, were relatively uniform throughout the 19-year period, 1917-35, showing 
an increase in the early 1920's but in general remaining substantially below 
6 percente State credit agencies are generally an expression of legislative 
policy giving effect to a demand for enlarged credit facilities and as such 
usually provide for relatively constant interest rates lower than those 
charged by other local lenders. The presence of such agencies in a State will 
tend to give it lower interest rates than comparable States not having such 
agenciese 


Rates Charged by Individuals 


In each of the 16 States analyzed, individuals accounted annually for 
the largest proportion of newly recorded farm mortgages except in the period 
193335 when the Federally sponsored agencies took precedence. The rates 
charged by individuals significantly reflect the effect of general economic 
conditions, except in States with low maximum rate legislation. Averages of 
rates charged by individuals varied from under 6 percent in Illinois and Iowa 
to over 7 percent in Florida, South Carolina and Louisiana. In Oregon, the 
average of rates charged by individuals was close to 7 percent while in Maine 
the rates were between 6.0 and 6.5 percent and in South Dakota between 5.3 
and 6.1 percent. 


There have been significant differences among States in the trends of 
interest rates. In 1917, averages of rates charged by individuals varied 
from 7-5 percent in Florida to 5.5 percent in Iowa and Illinois. Of the 10 
States shown in table 2, the rate charged by individuals averaged 7 percent 
or over in four States in 1917, and were under 6 percent in only two. By 1935, 
rates averaged more than 7 percent in only 1 of the 10 States (Louisiana), and 
they were under 6 percent in 5 States. The trend of rates has been different, 
however, even for those States which show a lowering of rates. In Maine, 
South Dakota, and Oregon, the down trend has been persistent since 1920. In 
South Carolina and Florida the down turn has come more recently, since 1930. 
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Commercial Bank Mortgage Loan Rates 


Commercial banks have been, regularly, an important source of farm 
mortgage credit in every State. In general, the rates charged on farm 
mortgage loans by commercial banks have been as high as, or higher than, the 
averages of rates charged by any other type of lender. In Oregon, for in- 
stance, in 1920 the average rates by all lenders was 6.8 percent, while the 
commercial banks' average was 7-7 percent. And in Iowa when the average 
rate of all lenders in 1925 was 5.0 percent, the rate of commercial banks 
was 6.3 percent. For the 16 States analyzed, the average rate of commercial 
banks hit the highest point, 8 percent, in Florida in 1920 and 1930. Com 
mercial banks’ average rates were next highest in South Carolina, Louisiana, 
Oregon and South Dakota, in about the order named, the rates in these States 
hovering throughout the 19-year period at or above 7 percent. In Illinois 
and Iowa, rates charged by commercial banks were 6 percent or over in a ma~ 
jority of the years 1917-35. In these two States relatively low rates, con- 
sistently below 6 percent, were found for all other types of lenders, in- 
cluding individuals. 


The trend of interest rates by commercial banks, in mst regions 
shows an increase from 1917 to 1920, with a relatively high plateau for the 
next 10 years and a reduction in rates since 1930. Thus in Florida, these 
rates dropped from 8.4 percent in 1930 to 7-1 percent in 1935. In Oregon, 
they dropped from 7.5 percent to 6.9 percent between 1930 and 1935, while 
in South Dakota the drop was from 6.7 percent to 6 percent. And in both 
Illinois and Iowa, the drop was from 6.1 percent to 5.5 percent. Perhaps to 
a greater extent than for other lenders, the larger proportion of junior 
mortgages held by commercial banks accounts for their higher interest rates. 


Two Types of Forces 


Thus it may be concluded that the level of interest rates on newly 
recorded farm mortgages at any particular time and place are the result of 
two kinds of forces: (1) certain legal and institutional factors operating 
toward the establishment of maximum rates and (2) the interplay of economic 
forces of demand and supply affecting most the rates of the lenders which 
are least restricted by institutional and legal customs. The operation of 
the first set of factors on interest rates of newly recorded farmmortgage 
loans during the period 1917-35 acted to stabilize rates at between 5 and 
6 percent whereas the operation of the second set of factors helps to ex- 
plain the deviations from the maximum rates at various times and places. 
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REAL ESTATE OPERATIONS 
THE FEDERAL LAND BANKS 


Real estate operations of the Federal land banks are incidental to 
their primary function of making loans upon the security of first mortgages 
on farm real estate. But, like all other lending institutions, the Federal 
land banks have acquired real estate in the course of their operations 
through the liquidation of mortgage loans. Since their organization in 
1917, the banks have made loans on more than 860,000 farms, or approxi- 
mately 12.6 percent of the total number of farms in the United States. 
About two-thirds of these loans were made prior to the establishment of the 
Farm Credit Administration in May 1933. 


Delinquencies 


Delinquencies on Federal land bank loans were relatively small until 
the fall of 1929. On December 31, 1929, less than 6 percent of the number 
of loans outstanding were delinquent. By the end of 1930 delinquencies 
had increased to 10.7 percent, by the end of 1931 to 23.1 percent, and by 
December 31, 1932, to percent. Subsequently, conditions improved, as 


shown in figure 1. And by December 31, 1937, delinquencies were reduced to 
20.6 percent. 


The steady decline in the percentage of loans in good standing to 
December 31, 1932, parallels the decrease in cash farm income from nearly 
10.5 billion dollars in 1929 to 4.3 billion dollars in 1932. Delinquenties 
were increasing not only on borrowers' loans, but also on other fixed 
charges such as taxes, assessments, and insurance premiums. 


Real Estate Acquirements 


While foreclosure represents 
the means by which the great majority “*“*"’ oe 
of farms have been acquired, a rather 175 175 
substantial number were acquired | 
through the acceptance of voluntary 
deeds from borrowers in satisfaction es 
of their mortgage indebtedness. From ico 
1925 to 1929, the number of farms ad 
acquired by the Federal land banks 
averaged about 2,500 per annum, but 50 
with extremely low commodity prices 
and declining land values, real es- 
tate acquirements subsequently began 26 27 28 30 32 33 “34 "35 1936 
to increase (Fig. 2). Approximately * Bureau of Agriculture! Economics 


4,300 farms were taken over in 1930, 1 

ments paid in full compared with index of 
1/ Briefed from the December 1937 nusaber gross income from fara pr ion and index 
of "Farm Credit Quarterly", issued by the of farm prices, 1924-3. (Farm Credit Ad- 
Fara Credit Administration. sinistration) 


4+ 150 

index of Farm Prices 
(1910-14+100)* Pd 

= 


7,000 in 1931, and 10,000 in 1932. 

In this 3—year period the index of 
farm prices dropped from 126 to 65, 
farm income decreased from nearly 

&& billion dollars in 1930 to less 
than 44 billion in 1932, and the 
index of farm real estate values went 
from 115 down to 89. 


In May 1933, Congress appro- 
priated funds for the use of the banks 
in granting extensions, deferments, 
and interest reductions to borrowers, 
which made it possible for the banks figure 2.- Musber of farms and sheriffs’ 
to give worthy borrowers a further certificates red by the Federal land 
period in which to work out of their >anks, 1925-37.(Farm Credit Adai nist rat ion) 
financial difficulties. As a result, the number of farms acquired in 1933 
and 1934, declined, from 6,488 to 4,766, respectively. In 1935 and 1936, 
however, the number of farms acquired by the banks again increased, the 
figures being 11,523 in 1935 and 12,826 in 1936. Farms acquired during 
1937 number 8,752. While a large number of borrowers, given additional 
time and favored with improvement in farm income and farm prices, had been 
able to reestablish themselves, others had not. And some foreclosures set 
aside in 1933 and 1934, with the hope that the borrowers could reestablish 
themselves, had to be continued. 


From organization of the banks in 1917 to December 31, 1937, the 
mumber of loans liquidated through acquisition of the underlying security 
was 8.5 percent of the number of loans made. On December 31, 1937, the 
banks owned 25,838 properties either outright or subject to redemption in 
which their investment was $118,182,226. This investment was carried as an 


asset at $86,957,443, and represented 3.5 percent of the land banks' total 
assets. 


Real Estate Sales 


Fron ahaa to 1929 the number of properties sold by the Federal land 
— banks averaged approximately 1,355 per 
t annum as compared with 4,181 per annum 
Bea, |during the period from 1930 to 1934. 
During 1935 the number of sales in- 
creased to 8,423, in 1936 to 13,024 
jand in 1937 to 13,212. Higher farm 
jincome, higher farm commodity prices, 
a revival of interest in farm owner- 
ship, and renewed sales efforts on the 
part of the banks were important fac- 
tors contributing to the increased 


number of sales in 1935, 1936, and 
Figure 3.— Musber of sheriffs’ 
atthe periods. From the banks' organization in 
Fara 


Credit Administration 1917 through December 31, 1937, the 


30 
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consideration received in connection with real estate disposed of repre- 
sented approximately 79 percent of the banks' investment (as distinguished 
from asset carrying value) in those properties. For the real estate dis- 
posed of last year, 76.6 percent of the investment was recovered, which 
compares with a recovery of 74.3 percent during 1936. The consideration 
received also represented 101.7 percent of the carrying value in 1937, as 
compared with 100.9 percent in 1936. 


Real Estate Inventory 


In figure 3 data are presented which show the number of farms and 
sheriffs' certificates held by the Federal land banks at the end of each 
year from 1925 to 1935, and at the end of each quarter-year from March 31, 
1936, to December 31, 1937. It will be observed that the number of proper- 
ties held increased sharply during the period from 1930 to 1933 when, as 
previously indicated, agricultural conditions were extremely distressed and 
the banks acquired more properties than they sold. Recently, however, the 
volume of sales has been considerably in excess of the volume of new ac- 


quirements. The total of 13,212 farms sold in 1937 compares with 8,752 
farms acquired. 


i930 


FARM-MORTGAGE LOANS BY FEDERAL LAND BANKS 
AND LAND BANK COMMISSIONER DECREASE 


Total mortgage loans outstanding by the Federal land banks and the 
Land Bank Commissioner decreased from $2,900,936,491 on January 1, 1937, 
to $2,848,056,032 on January 1, this year. The volume of outstanding 
Federal land bank loans, which had reached a peak of $2,067,711, 302 in 
September 1936, decreased approximately $32,000,000 to $2,035, 306,748 at 
the beginning of 1938. Land Bank Commissioner loans reached their peak 
in December 1936, when the outstanding amount stood at $836,778,547. 
On January 1, 1938, these loans totaled $812, 749,284. 


The Farm Credit Administration reports that $39,672,000 of prin- 
cipal was collected in 1937 on Federal land bank loanse Principal col- - 
lections on Land Bank Commissioner loans during the year were reported as 
$46,535,000. Both of these amounts are substantially above preceding 
yearse Foreclosures and other acquirements of mortgaged farms, while less 
than in 1935 and 1936, accounted for liquidation of a considerable number 
of-loans. Farms acquired in 1937 by the Federal land banks numbered 8,752. 


The reduced volume of new loans closed by the Federal land banks 
and the Land Bank Commissioner was in contrast to the trend shown by other 
lenders. It is estimated that farm mortgages recorded by all lenders, 
other than these Federally sponsored agencies, increased in 1937 over 1936 


‘ 


by about 6 percent. New loans by the Federal land banks and Land Bank 
Commissioner in 1937 amounted to $103,111,902, a decrease of almost 
45 percent from the $186,427,995 of new loans closed in 1936. 


The average monthly volume of new loans by the Federal land bank. 
for 1937 was $5,257,644, which is less than the monthly average for any 
year since 1917 except 1930, 1931 and 1932. Combined, average monthly 
closings of new loans by the Federal land bank and Land Bank Commissioner 
amounted to $8,592,658 in 1937e This volume is exceeded by the average 
monthly closings by these agencies in 12 of the past 19 years. Changes 
in the amounts of outstanding loans and of new loans closed, 1936-1938, 
for the Federal land banks and for the Land Bank Commissioner are shown 
in table 1. Data on outstanding loans for these agencies, by States, as 
of December 31, 1936 and December 31, 1937, are shown in table 4 in the 
Statistical Appendix. 


Table 1.- Federal land bank and Land Bank Commissioner 
loans closed and outstanding] / 


tLoans outstanding at end of period sLoans closed during the period 


Year or =: Federal land : Land Bank : Federal land: Land Bank 
Month H banks : Commissioner : banks : Commissioner 
: 1000 dollars : 1000 dollars : 1000 dollars: 1000 dollars 
: : 
1936 : 2,064,158 3: 836,779 : 109,170 : 77,258 
1937 : 2,035,007 3 812, 749 : 63,092 40,020 
: 

: 2,031,290 807,788 4, 373 2,646 
Feb. : 2,029,517 3 804,212 : »207 : 3, 304 
Mar. 2,025,707 + 798,776 5,664 3, 358 


1] Including data for Puerto Rico. 
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LOAN OPERATIONS OF COMMODITY CREDIT CORPORATION 


Under the provisions of recently enacted legislationl/ the stock of 
the Commodity Credit Corporation has been transferred from the Secretary of 
Agriculture, the Governor of the Farm Credit Administration, and the Recon 


struction Finance Corporation to the Secretary of the Treasury of the 
United States. 


The new legislation also provides that each year an annual appraisal 
of all the assets and liabilities of the Commodity Credit Corporation shall 
be made by the Treasury for the purpose of determining the net worth of the 
Corporation. In the event that the appraisal shall establish that the net 
worth of the Corporation is less than $100, 000,000, the Secretary of the 
Treasury, on behalf of the United States, is authorized to restore the 
amount of such capital impairment by a contribution from the Treasury. In 
the event that the net worth of the Corporation is determined to be in ex- 
cess of $100,000,000, such excess is to be deposited in the Treasury by the 


Commodity Credit Corporation and is to be credited to miscellaneous 
receipts. 


With the approval of the Secretary of the Treasury, the Commodity 
Credit Corporation is further authorized to issue and have outstanding at 
any one time, bonds, notes, debentures, and other similar obligations in an 
aggregate amount not exceeding $500,000,000. Such obligations are to be 
fully and unconditionally guaranteed both as to interest and principal by 
the United States. Such obligations and the income derived therefrom shall 
be exempt from Federal, State, municipal, and local taxation (except sur- 
taxes, estate, inheritance, and gift taxes). 


The Commodity Credit Corporation was created primarily to make loans 
to producers to finance the carrying and orderly marketing of agricultural 
commodities. Under its charter, the Corporation is empowered to buy, hold, 
sell, lend upon, or otherwise deal in commodities, agricultural or other- 
wise. Under its by-laws the Corporation is permitted to deal only in such 
commodities as are designated from time to time by the President. 


Source of Loanable Funds 


The present capital of the Corporation is $100,000,000. The origi- 
nal capital of $3,000,000 was subscribed by the Secretary of Agriculture 
and the Governor of the Farm Credit Administration from funds made avail- 
able by Executive Order No. 6340, dated October 16, 1933, out of the ap- 
propriation of $3, 300,000,000 authorized by Section 220 of the National 
Industrial Recovery Act. Of the latter funds, the President wes author- 
ized to allocate $100,000,000 for expenditures in carrying out some of the 
purposes of the Agricultural Adjustment Act. The additional capital of 
$97,000,000 was provided by the Act of April 10, 1936 (Public No. 489, 
74th Congress), which authorized and directed the stockholders of the 
Corporation to increase the capital stock authorized by $97,000,000 and 


1] Public--No. 442--75th Congress, approved March 8, 1938. 
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directed the Reconstruction Finance Corporation to acquire that amount of 
non—assessable capital stock of the Commodity Credit Corporation. 


Funds necessary to carry out the loan programs, in addition to capital 
and net earnings, have been obtained by the Corporation from the Reconstruc- 
tion Finance Corporation, under Section 201 (d), Title II, of the Emergency 
Relief and Construction Act of 1932. <A portion of the loans from the Recon- 
struction Finance Corporation have been refinanced through the sale of 
Collateral Trust Notes. At the end of December 31, 1937, the Corporation 
had outstanding Series "B" Collateral Trust Notes in the principal sum of 
$60,000,000. These notes, bearing 1 percent interest per annum and maturing 
May 2, 1938, were held by various banks. A new issue of notes under the Act 
of March 8, 1938, in the amount of $200,000,000, was offered at the end of 
April and was heavily oversubscribed. 


Loan Procedure 


All loans to producers on corn and cotton are made under an arrange- 
ment whereby banks and other local lending agencies may make the loans to 
producers in the first instance on forms furnished by the Corporation. 

Such of them as meet the requirements of the Corporation are acceptable to 
it for purchase at par with accrued interest if tendered on or before a 
fixed date. At present, the Corporation's agreement to purchase such 
notes is at par with accrued interest at a rate 2} percent whereas the 
notes bear 4 percent interest. Thus, the Corporation receives 14 percent 
in consideration of its agreement to purchase. If local credit facilities 
are unavailable for any reason, the Corporation makes direct loans to pro- 
ducers; in which case a note and loan agreement is executed by the producer 
with Commodity Credit Corporation as the payee, and mailed with the other 
prescribed documents for approval and acceptance to the Loan Agency of the 
Reconstruction Finance Corporation serving the district where the producer 
resides. The form of note and loan agreement employed by the Corporation 
with respect to all loans which are made direct to producers provides that 
the producer shall not be personally liable for any deficiency arising from 
the sale of the collateral unless he made a misstatement or misrepresenta- 


tion or failed to comply with the terms and conditions of the loan agree- 
ment. 


The Corporation has made loans to producers on cotton, corn, gum tur- 
pentine and gum rosin, also to certain cooperative associations for tobacco, 
peanuts, figs, dates, and prunes. Loans also have been authorized on rai- 
sins, wool and mohair. 


1937-38 Loan Operations 


Loans to producers of cotton produced in 1937 were approved August 
30, 1937, on a basis of 9 cents per pound for cotton classed 7/8" or longer 
as to staple and middling or better as to grade and 7.75 cents per pound 
for cotton classed 7/8" as to staple and below middling in grade, only ten- 
derable grades being acceptable. Loans on cotton classed 7/8", or better, 
in staple and middling or better in grade were also included at the rate of 
8 cents per pound. On October 4, 1937 the loan schedule was changed to in- 
Clude staples below 7/8" in the grade below middling, at appropriate dif- 
ferences, and also to include cotton of strict low middling value, which 
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had previously been, included with low middling, at the rate of 8.50 cents 
per pound. The statements of the warehousemen and the producers as to the 
grade of the cotton were accepted and the warehousemen were required to 
agree to pay the Corporation for any loss sustained on account of the loan, 
to the extent of the difference between the value of the lowest grade eli- 
gible for the loan made and the value of the pledged cotton as determined 
by the Bureau of Agricultural Economics. 


The loans were first made available to producers until April 1,1938, 
but this date was later extended until July 1, 1938. Through March 31, 
1938, total loans on the 1937 cotton crop aggregated $228,270, 336.29 on 
5,225,493 bales of cotton. Outstanding loans on that date were 
$222,712,100.84 secured by 5,091,404 bales of cotton. Of this amount, 
loans aggregating $143,427,019.02 secured by 3,257,479 bales of cotton were 
held by lending agencies. 


Loans to producers on merchantable field corn containing not more 
than 20.1 percent moisture were approved on December 3, 1937. The rate of 
such loans was 50 cents per bushel for corn containing 14 percent moisture 
with appropriate deductions for moisture content in excess of 14 percent. 
Through March 31, 1938, total loans aggregated $18,662,49.85 on 38,568,748 
bushels of corn. On the latter date, outstanding loans amounted to 
$18,605,707.06 secured by 38,451,667 bushels of corn. Of this amount loans 


aggregating $13,209,285.34 secured by 27,270,976 bushels of corn were held 
by lending agencies. 


Date Loan. A loan commitment to the Coachella Valley Date Growers, 
Inc., India, California, to assist in carrying out a program for the purchase 
of sub-standard dates and the diversion thereof from the normal channels of 
trade and commerce was approved October 13, 420! « These loans were at the 
rate of 4 cents per pound and not to exceed $64,000. Under this program ad- 
vances have been made aggregating $59,370.00 on 1,484,250 pounds of dates 


and the outstanding balance at March 31, 1938, was $53,931.60 on 1,357,410 
pounds of dates. 


Fig Loane A loan to the Pacific Dried Fruits Products Association, 
Fresno, California on figs, to assist in the diversion program of the Depart- 
ment of Agriculture was approved on September 16, 1937, in the amount not to 
exceed $140,000. Advances totaling $83,914.91 have been made on 4,169.98 
tons of figs and the outstanding balance at March 31, 1938, was $59,398.70 
on 1,178.69 tons of figs. 


Peanut Loans. Loans to Associations of peanut growers have beer ap- 
proved in an aggregate amount not to exceed $7,450,000. These loans were 
made in connection with agreements between the Secretary of Agriculture and 
the Associations for diversion of the peanuts from the edible trade into by- 
products, such agreements providing for the payment by the Secretary of the 
difference between the amounts advanced and the sales proceeds of the pea- 
nuts diverted. Total advances have aggregated $5,226, 326.56 on 84,605.92 
tons of peanuts and the outstanding balance at March 31, 1938, was 
$3,400,526.29 secured by 50,564.59 tons of peanuts. 


Prune Loans. On November 1, 1937, a loan to the Prune Credit 
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Corporation of California, San Francisco, California, for the carrying and 
orderly marketing of standard prunes was approved in an amount not to exceed 
$2,450,000, on a basis of values approved by the Secretary of Agriculture. 
As of March 31, 1938, total advances aggregated $2,115,705.98 on 45,577.37 


tons of prunes and the outstanding balance was $2,098,991.53 on 45,214.02 
tons of prunes. 


On October 19, 1937, a loan to the Pacific Prune Products Associa- 
tion, San Francisco, for the purchase and diversion of sub-standard prunes 
Was approved in an amount not to exceed $250,000. These loans were under an 
agreement whereby the Secretary of Agriculture will pay the Corporation any 
difference between the amounts advanced and the amounts derived from the 
proceeds of prunes sold for diversion. Advances totaling $116,361.86 have 
been made on 8,931.13 tons of prunes and the balance outstanding at March 71, 
1938, was $103,843.19 on 6,701.53 tons of prunes. 


Tobacco Loans. Loans to Eastern Dark Fired Tobacco Growers! Associa- 
tion, Springfield, Tennessee, Western Dark Fired Tobacco Growers' Associa- 
tion, Murray, Kentucky, and Stemming District Tobacco Association, Hender- 
son, Kentucky, in the respective amounts of $2,000,000, $500,000 and 
$250,000 were approved on February 19, 1938. As of March 31, 1938, dis- 
bursements under these commitments aggregated $24,353.06 on 169,840 pounds 
of tobacco and no repayments had been made. 


As of April 2, 1938, additional commitments had been made for a rai- 
sin loan not to exceed $2,500,000 and a loan on turpentine-rosin not to ex- 


ceed $7,000,000.00, but no disbursements had been made under these commit- 
ments. 


In table 5 of the Statistical Appendix will be found a list of corn 
and cotton loans by States as of December 31, 1937. 


FEDERAL HOUSING ADMINISTRATION 
TO INSURE FARM MORTGAGE LOANS 


New amendments to the National Housing Act authorize the Administra- 
tor of the Federal Housing Administration to insure, pursuant to the provi- 
sions of Title II, any mortgage which covers a farm upon which a farm house 
or other farm buildings are to be constructed or repaired and otherwise 
would be eligible, provided that the construction and repairs to be under- 
taken on such farm shall involve the expenditure for materials and labor of 
an amount not less than 15 percent of the total principal obligation of the 
mortgage. 


To be eligible for insurance under Section 203 of this Title, 
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mortgages must not exceed $16,000 and 80 percent of the appraised value and 
must provide for complete amortization within 20 years except that mortgages 


not in excess of $5,400 may be up to 90 percent of appraised value and have 
a maturity of 25 years. 


The interest rate on all mortgages insured under this title is lim- 
ited to a maximum of 5 percent. Mortgages on nonfarm properties are amor- 
tized in equal monthly payments, whereas insured farm mortgases may be amor- 
tized in equal annual, semi-annual, or monthly payments according to the 
needs of the borrower. The maximum amount of $16,000, the maximum term of 
20 or 25 years, and mortgage insurance premium of 4 or 4+ percent on declin- 
ing balances are the same for farm as for nonfarm mortgazes. The applica- 
tion fee of $3 per thousand with a minimum of $10, payable to the Adminis- 
trator to cover the cost of appraisal, is the same for both types of mort- 
gages. The mortgagee is permitted to make a maximum initial service charge 
of 1 percent of the amount of the mortgage if the loan is for refinancing, 
or 14 percent if a new farm dwelling is to be constructed. The nortgagee 


may also charge the borrower customary fees for title search, recording, 
etc. 


Any owner or prospective owner of a home or farm is eligible to apply 
for Title II insured mortgaze loans. Provided 15 percent of the proceeds 
are expended for materials and labor, the proceeds of Title II loans may be 
used to refinance existing mortgage indebtedness on the property, to pur- 
chase new farms, or to construct new farm houses or farm buildings upon the 
property. Approved lending institutions include banks, building and loan 
associations, life insurance companies, mortgage companies, and other lend- 
ing agencies. 


Farm-Mortgage Loan Reports - A Series. The average size of newly re- 
corded farm-mortgaze loans rose, in Iowa, from $6,540 in 1917 to $11,080 in 
1920, fell to $6,510 by 1930 and to $4,270 by 1934, thus rather closely 
following the trend of the index of land values. 


These data on average-sized loans in Iowa, 1917-35 are contained in a 
mimeographed report, recently issued by the Bureau of Agricultural Economics, 
"Farm-Mortgage Recordings, Iowa." This was the first of a series of re- 
ports to be issued for each State, based on data obtained through a Nation- 
wide W.P.A. project, sponsored by the Works Progress Administration and the 
Bureau of Agricultural Economics. Each report will contain an analysis of 
newly recorded farm mortgages by lending groups, annually, 1917-35, showing 
percentage distribution of total recordings, average interest rates and 
average consideration. 


BOOK REVIEWS 


Norton, L. Je Winancing Agriculture. Published by “The Interstate". 
Danville, Illinois. 1938. 319pp. 


This book may best be described as a study of agricultural credit man- 
agement. As such it stands in marked contrast to most other writings on 
agricultural finance, which, as a rule, are mainly historical in character 
and lay chief emphasis on the broad social implications of agricultural and 
financial policy. Though not entirely disregarding such subjects, Professor 
Norton gives them little attention and devotes his book chiefly to the practi- 
cal problems confronting farmers, cooperative organizations md financial in- 
stitutions within the existing framework of legislative and institutional de- 
velopment. 


Early chapters of the book discuss briefly the sources of agricultural 
credit and the factors influencing the availability and cost of credit to 
farmerse There are also sections outlining the organization of the Farm Credit 
Administration and the nature of special measures for financing low-income 
farmerse Mainly, however, the book deals with the factors that should be 
taken into account in borrowing or lending for various agricultural purposes 
and with the legal arrangements and margins of safety that should be pro-=- 
vided for the protection of both borrowers and lenders. Clear and walid dis- 
tinctions are drawn between the management of short-term and intermediate-term 
credits and that of long-term credit. One of the most interesting sections 
of the book is a discussion of the circumstances under which farmers are justi- 
fied in taking long risks and of the conditions under which they should follow 
conservative pclicies. 


In laying emphasis on management problems Professor Norton has per= 
‘formed a very useful service. There has long been need of just such a book. 
Moreover, he has done an excellent job. The book abounds in sound advice to 
farmers who are contemplating the use of credit and to financial institutions 
which are seeking to finance farmers and their cooperative organizations on 
a business-like basis. Borrowing and lending practices often followed in the 
past are analyzed and made the subject of sensible observation, and the au- 
thor has illustrated his points with numerous references to situations re~ 
vealed by the research work of the Illinois Agricultural Experiment Station. 
The treatment is not marred by maudlin sentiment toward either borrowers or 
lenders, farm owners or farm tenantse It is an intensely practical book 
which may be read with great profit by anyone concerned with agricultural 
finance, particularly by farmers and country bankers. 
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In only one feature is the book notably weak. Many parts give the 
appearance of an outline filled in with minimum detail and no attention to 
forme Though these shortcomings do not alter the content, it seems un- 
fortunate that a book of such excellent substance should not appear in 
more attractive form. 


Fred L. Garlock 
Senior Agricultural Economist 


Jordan, Harry John The Extension of Credit to the Livestock Industry.1/ 
(Doctoral Dissertation at Northwestern University) 


The major purpose of this study is to examine the validity of the 
contention that the government had to supply livestock credit intermit- 
tently during the period from 1921 to 1936 because of the inadequacy of 
private credit; and it is also the purpose to examine the evidence point- 
ing toward further expansion or contraction of such activity. 


Data concerning five sixths of all the livestock loans in the United 
States have beén obtained directly from the loan-agency or discount organ=- 
izations by means of interviews or questionnaires. Although mst exten- 
sive use has been made of the selected years 1928, 1931, 1934, and 1935, 
this study covers the entire period from 1921 to 1936. ‘The following sta- 
tistics for 1934 indicate the comprehensiveness of the data obtained for 
the purposes of this study. (See table on the following page.) 


Conclusions drawn from the study may be divided into two catego- 
ries: (1) those applicable to the entire industry, and (2) specific find- 
ings applicable to types of credit organizations. 


Conclusions applying to the entire industry may be summarized in 
six statements: (1) When the National Government established a discount 
system in 1923 to avoid a repetition of the 1921 credit shortage, it em 
barked upon a policy of increasing extension of livestock credit, a policy 


1/ Briefed from "Summaries of Doctoral Dissertations," Northwestern 
University, Volume IV 1936. 


Information Percentage 
Credit agencies Amount obtained by | of total 
Banks $ 40,500,000 1/ Questionnaires 39 plus 
Interviews 
Commission firms 3,600,000 Questionnaires 90 
Interviews 
Private livestock 
loan-companies 5,000,000 2/ Questionnaires 75 (remainder 
Interviews in bank 
figures) 


Agricultural credit corporations 21,500,000 Questionnaires 100 
and livestock loan-companies Interviews 
discounting with Federal Inter- 
mediate Credit banks 


Temporary government credit- 118,000,000 Farm Credit 100 
agencies Administration 

Permanent agencies operated or 61,400 ,000 Farm Credit 100 
sponsored by the government Administration 


(duplications removed) 


Total $ 250,000,000 3/ 80 plus 


1/ Contains more than $2,000,000 of loans originating with commission men. 

2/ Contains $2,000,000 of loans discounted at commercial banks. 

3/ It is estimated that $308,000,000 of livestock loans were outstanding 
on December 31, 1934. 


which has been continued to the present day. (2) Both private and government- 
sponsored credit-agencies have a service to perform, but competition between 
them, in all areas and involving all types of livestock, does not seem to 

be warranted. If the “yard stick" principle is applied too vigorously, 
neither government-sponsored nor private business will succeed. (3) Live- 
stock loans made by private loan-agencies generally were not carefully made 
nor effectively supervised prior to the credit stringency which began about 
1931; whether the loans handled by non-relief, government-sponsored agencies 


have been handled in a more efficient mney cannot be ascertained until more 
data on collections have been obtained. With one or two significant 


- 54 - 


- 55 - 


exceptions, interest rates on livestock loans have been sharply reduced 
since a In many cases the rate is now too low for efficient opera- 
tion. (5) Organizations that extend livestock credit need to know more 
about their costs of operations. The government is making progress in 
collecting this data and private organizations would benefit by doing 
likewise. (6) Livestock credit is ample at the present time and some evi- 
dence points to an overabundance of funds. This condition may result in a 
maladjustment affecting both borrowers and lenders. The encouragement of 
incompetent management. and the overexpansion of livestock operations, the 
result largely of low interest rates and lax credit restrictions, have in 
= past been the forerunners of financial trouble for the livestock in- 
ustry- 


The second category of conclusions consists of three specific find=- 
ings: (1) From the foundation of the Union, the government has left live- 
stock financing to private enterprise. Since 1920, however, the govern- 
ment has in seven active years acquired approximately 60 percent of the 
business formerly handled by private organizations. 


(2) Temporary relief-agencies are rapidly going out of existence. 
No temporary private agencies have been formed recently and temporary 
government-agencies are in the process of liquidation. It is highly probd- 
able that the government will extend temporary relief when the emergency 
again arises, as it did by means of the War Finance Corporation in 1921, 
and by the Regional Agricultural Credit Corporations a decade later. Po= 
litical pressure in time of emergency, brought about by the desire to 
avoid default of farm mortgages, to ward off failures of banks and other 
businesses, to save foundation herds, and to keep stockmen off relief, 
makes certain the extension of temporary credit by the government. 


(3) he third specific conclusion shows that private credit organ- 
izations supply 60 percent of all permanent credit, and that government- 
sponsored credit organizations handle the remaining 40 percent. Old-line 
commission firms extend less than 1 percent of all the livestock credit 
extended by permanent organizations, and they are declining in importance. 
Stockyards banks handle only 11 percent and their business prospects are 
closely associated with the future of the central markets and the govern- 
ment=-sponsored agenciese Probably the livestock credit activities of the 
stockyards banks will decline in the near future. It would seem that old- 
line commission men and stockyards banks could combine their abilities to 
good advantage. Country banks extend over 44 percent of the credit 
handled by permanent agencies and the percentage is probably increasing 
slowly. City banks are not a factor in the extension of livestock credit; 
they buy almost no discounted livestock paper. They do participate in- 
directly in livestock financing, however, since they purchase over two 
thirds of all debentures of Federal Intermediate Credit banks. The 
activity of city banks in acquiring debentures appears more significant 
when it is recognized thet over 70 percent of all Federal Intermediate 
Credit debentures are created in order to finance livestock. Private 
livestock loan-companies which do not use Federal Intermediate Credit 
bank discount facilities handle 3 percent of the permanent livestock cred- 
it business, but they are rapidly decreasing in importance. 


The 40 percent of the total permanent livestock credit extenied at 
the present time by government-sponsored credit organizations is divided 
into three groups. The first and second groups consist of National and 


State agricultural credit corporations which handle 4 percent, and livestock 


loan-companies which handle about 20 percent of all livestock credit ex- 
tended by permanent agencies. The trend is decidedly away from National and 
State agricultural credit corporations and small livestock loan-companies. 
Large livestock loan-companies operated in conjunction with commission firms 
may be able to maintain sufficient volume to insure their existence, but 
their future is problematical. 


The third group is composed of Production Credit associations which 
handle ahout 17 percent of all livestock financing of a permanent nature 
and their volume is growing rapidly in the ranch and dairy districts, but 
not in the feed-lot areas. In some of the areas of the Dakotas and certain 
aréas of Wyoming and Montana there is a concentrated reaction, for which 
no sound reason can be given, against Production Credit associations. 


There is no assurance that Production Credit associations will re- 
main, but there is evidence that credit will continue to be extended in 
some form by the government to the livestock industry. (1) Commitments 
have been made and acted upon in expectation of further credit. (2)~ Public 
opinion, especially in the ranch territories, is of sufficient strength to 
demand government credit, and both major political parties are committed to 
meet this demand for "cheap money." (3) The government is so active and 
involved in credit extension that it could not remove itself until 1940 
even if a decision were made to become extricated immediately. (4) ‘The 
industry relies on temporary credit which has been extended in all except 
four of the last sixteen years, and which is of such dimensions that many 
stockmen have formed a habit of “looking to the government." (5) In order 
to administer this “temporary credit" and also to attempt a reduction of 
its volume, it will be necessary to maintain a permanent system of govern 
ment=sponsored credit to the livestock industry. 
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LITERATURE ON AGRICULTURAL FINANCE 


Compiled in the Library 
Bureau of Agricultural Economics 
from 
Agricultural Economics Literature, November 1937-April 1938 


Credit 


Agrarian credit. The Government's report to the Chanber of Deputies. Rev. 
River Plate 83(2391): 17, 19-20. Oct. 8, 1937. (Published in Buenos 
Aires. May be obtained from S. S. Koppe & Co., Inc., 630 Fifth Ave., 

New York, N. Ye) 

"Through the Ministry of Finance the Government recently sent to 
the Chamber of Deputies a message relating to the operation of the 
Agrerian Credit Lew No. 11,684. This law has been in effect for the 
last four years gnd the mechanism of Agrarian Credit, created by the 
Banco de la Nacion, is now in full operation. Its value to the rural 
inhabitants of the country has been proved up to the hilt. 

"The report contains a chapter referring to method and organisa- 
tion of the rural credit system whilst in another part of the report 
details of the loans made for purchases of rural properties are given... 

"The report also deals with the subject of agricultural insurance, 
under the special headings of hail and frost... In its final stage 
the report deals quite extensively with the subject of loans for the 
purchase of seefi...(It) gives a statement of the area end location 
of the land held by the "Banco de la Nacién' end by the "Banco 
Hipotecario Nacional’ which will in due course be subdivided ani sold 
on liberal terms of payment to bona fide farmers.” 


Agricultural credit in Yugoslavia. Rev. Internatl. Coop. 30(12): 549-551. 
December 1937. (Published by the International Co-operative Alliance, 
14, Great Smith St., Westminster, S.W. 1, London, Eng.) 


Ateullah, Sh. The Punjab experiment in cooperative land mortgage banks. 
Indian Jour. Econ. 16(Pt. IIT): 363-372. Jenuary 1936. (Published 
by the Depts, of Economics and Commerce, University of Allahabad, 
Allahabad, India) 

Discusses the following: Limit of the loan and the enquiry; Dif- 
ficulties and defects in the working of mortgage banks; The recent 
crisis end the working of mortgage banks; and Mortgage banks and 
lend alienation acts. 


Ball, Charles Edward Huie. The law of mortgages of land in New Zealand... 
With a foreword by H. H. Cornish. 360pp. Wellington, Butterworth & 
co. (Aus.), 1td., 1935. 
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Banco nacional de crédito ejidal, sea. Ley de crédito agrfcola de 24 de 
enero de 1934. Ley reformatoria de lea emterior de 2 de diciembre de 
1935. Edici6n preparada por el Departamento legal y de estudios 
econémicos del Benco nacional de crédito ejidal, s.a. 69pp. (Mexico 
City?) 1937. 

Contains the text of the Mexice agricultural credit law of 
Jamuary 24, 1934 and of the law of December 2, 1935 which amends it. 
The text of the former is amotated to show the provisions amended by 
the latter. The outstanding reform made was the establishment of two 
systems of national credit, namely, that of agricultural credit dis- 
pensed by the Banco Nacional de Cr&dito Agricola end the local agri- 
cultural credit societies, and that of commnal land credit dimensed 
by the Banco Nacional de Crédito Ejidal, S.A. and the local societies 
for the seme purpose. The Sociedades de Inter$s Colectivo Agricola 
remain active. They may be composed of small farmers or of communal 
landholders or of both at the same time. 


Bose, Sentipriya. A survey of rural indebtedness in south-west Birbhum, 
Bengal in 1933-34. Sankhya; Indian Jour. Statis. 3(2): 143-162. 
September 1937. (Published by the Statistical Publishing Society, 
Calcutta, India) 

"This paper gives the results of m enqiry into the indebtedness 
of the rural population in the southwest part of the district of 
Birbium in Bengal conducted in 1933-34 by the Sriniketan Institute of 
Rural Reconstruction. The investigation covered the following six 
villages: (1) Gop@inager (2) (3) (4) Bahdhnabagram 
(5) Sultmmpur (6) Amritapur." 


Brownlee, J. Ew Position of debtors in Province undergoes importmt 
changes. West. Farm Leader 3(5): 73, 77. Mar. 4, 1938. (Published 
in Calgary, Alberta) 

"Discusses amendments to the Farmers’ Creditors Arrangement Act 
introduced at Ottawa, and deals with the effect of the expiration of 
the debt moratorium in this Province.” 


Burroughs, Re J., and Frisbie, Ss. K. Short-term loans to farmers by 
Michigen country banks. Mich. Agr. Expt. Sta. Quart. Bull. 20(2): 
63-68. East Lansing, November 1937. 


Butz, E. Le A study of national farm loan associations in the Fourth 
Federal Land Bank District. Jour. Farm Econ. 19(4): 901-912. 
November 1937, (Published by the American Farm Economic Association, 
Asher Hobson, Secty-Treas., University of Wisconsin, Madison, Wis.) 

"This paper is abstracted from a more complete study by the same 
title made while the amthor was an employee of the Louisville Lani 
Bank, which was submitted to Purdue University as a thesis in partial 
fulfillment of the requirements of the Ph.D. degree.” 


The Central and Mortgage Banks of Guatemala. Pan Amer. Union Bull. 71(7): 
555-563. July 1937. (Published in Washington, D. C.) 
"Condensed from the Revista de la Economfa Nacional, Guatemala, 
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Jenuery, February, and March, 1937." 
The establishment and activities of the Central Bank and the 
Netional Mortgage Bank of Guatemala are discussed. 


Costanzo, Ge. Crop finance. Monthly Bull. Agr. Econ. and Sociol. 
(Reprint from Internatl. Rev. Agr.) 28(10): 325E-340E. October 1937. 
(Published by the International Institute of Agriculture, Rome, Italy) 
In two parts. Pert I is devoted to general consideration of the 
subject, and part II, considers the situation in Argentina, France, 
Italy, Poland, Greece, Rumania, Uruguay, and Colombia. 


Craig, Ge He Indebtedness of farm operators in the Vulcan-Lomond area of 
southern Alberta. Econ. Annalist 8(1): 3-9, February 1938. (Pub- 
lished by the Agricultural Economics Branch, Dept. of Agriculture, 
Ottawa, Canada) 

"This article is an excerpt from an unpublished report on ‘An 
Economic Study of Land Utilization in the Vulcan-Lomond Area in 
Southern Alberta.' Articles from the same study appeared in the 
Economic Amalist for April, June, October and December, 1937.” 


Le crédit agricole et les exigences de la caisse nationale. La Vie Agri- 
cole et Rurale, no. 10, ppe 429-433. October 1937. (Published by 
J. B. Baillitre et Fils, 19, Rue Hautefeuille, Paris (6°), France) 
The athor outlines the development of the national agricultural 
credit bank of France and discusses its rather rigid control of the 
regional banks and the recent tightening of its jurisdiction over 
them. 


Deutsche rentenbank kreditanstalt (Lendwirtschaftliche zentralbank) Die 
kreditlage der deutschen lendwirtschaft im wirtschaftsjahr 1935/36. 
46pp. Berlin, Verlag fir sozialpolitik, wirtschaft und statistik, P. 
Schmidt, 1937, 

A survey of agricultural indebtedmess in Germany in the year 
1935/36, with special attention to the hereditary fams. 


Digby, Margaret. Debt relief ed the co-operative movement. Indian Co- 
op. Rev. 3(3): 341-344. July-September 1937. (Published by the 
All-India Co-operative Institutes' Association and the Indian Pro- 
vincial Co-operative Banks’ Association, at Farhatbagh, Mylapore, 
Madras) 


Engquist, Ee J., Jr. Agricultural credit conditions. Agr. Situation 
22(1): 13-15. Jan. 1, 1938. (Published by the Bureau of Agricul- 
tural Economics, U. S. Dept. of Agriculture, Washington, D. Cc.) 


Garwood, S. M. Getting out of debt with production credit. News for 
‘ Farmer Coops. 4(10): 13-14. Jmuary 1938. (Published by the U. S. 
Farm Credit Administration, Washington, D. C.) 


Hill, F. F. Flexible payment plans for farm mortgage loans. Jour. Farm 
Econ, 20(1): 257-281. February 1938. (Published by the American 
Farm Economic Association, Asher Hobson, Secty.-Treas., University 
of Wisconsin, Madison, Wis.) 
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Horton, Donal4 C. Regional variations in the sources end in the temrre i 
distributions of farm-mortgage credit, outstanding Jenuary 1, 1955. 
19ppe, processed. Washington, D. C., U. S. Dept. of Agrimilture 
Bureau of agricultural economics, February 1938. 


Jamaica. Agricultural loan societies board. Report...1936. 
Kingston, (1937.) 


EKohlmeyer, J. Be, Vem Hoy, J. W., and Kessler, S. 0. ‘The school fund 
mortgage loan situation in Indiana with special reference to land use 
in Martin county. Ind. Agr. Expt. Sta. Bull. 422, l6pp. Lafayette, 
1937. 

Issued in cooperation with the Resettlement Administration, U. S. 
Dept. of Agriculture. 


MacFarlane, R. 0. An early example of debt aijustment. Canad. Jour. Econ. 
end Polit. Sci. 3(4): 558-561. November 1937. (Published by the 
Canadian Political Science Association, V. W. Bladen, Secty.-Treas., 
273 Bloor St., Toronto, Ontario) 

Consists mainly of a reprint of a petition presented in August 1832. 
by the Lenark Commnity, maiie up of assisted immigrants, to the 
Lieutenant-Governor of Upper Canada, for relief from their debt burden. 


Maleni, K. P. Se. Rural indebtedness in India. 22pp. Allahabad, All 
Iniia congress committee, 1935. (All India congress committee. 
Congress golden jubilee brochure no. 4) 

List of Congress Publications, pp. 19-22. 


Minnesota. State planning board. Cammittee on land temre and fam debt 
structure. Report. l126pp., processed. (St. Peml?) 1937. 


M8ssner, Karl Eugen. Das deutsche bodenkreditsystem; begriffliche grund- 
lagen, theoretisches system, praktische probleme umd orgmisatorischer 
aufbeu des benkm&ssig organisierten bodenkredits in Deutschland. 
420pp. Berlin, Cc. Heymann, 1934. (Deutscher bodenkredit. Herausgeber 
prof. dr. Wilhelm Kalvermm, bé. I) 

This book on the German mortgage credit system was reviewed by 
Walter Bauer in Agr. Econ. Lit. 12(1): 5-7. Jmuary 1938. 


Mortgage bankers agsoéiation of America. Proceedings of the twenty-fourth 
annual convention...held October 13, 14 and 15, 1937, Cleveland, Ohio. 
Including Proceedings of the 24th annual convention, code of ethics, 
constitution md by-laws. 303pp. (Chicago, Association headquarters 
office, 1937.) 

Among the addresses at this mesting, which are printed in this 
volume, are the following: Objectives and future of the Farm Credit 
Administration, by W. I. Myers, pp. 22-35; Fam servicing vs. liquide- 
tion, by Le. E. Gilbert, pp. 55-79; Appraisal standards, by Bager L. 
Ostendorf, pp. 96-103; What is a farm worth? by William Doyle Davis, 
PP. 182-202, 

Appenied are the Constitution of the Mortgage Bankers Association 
of America, its Code of Ethics and the list of its members. 


Myers, W. I. Helping the farmer get out of debt. News for Farmer Coops. 
4(8): 34, 20. November 1937. (Published by the U. S. Farm Credit 
Administration, Washington, D. C.) 


Myers, W. I. Objectives and future of cooperative credit. News for 
Farmer Coops. 4(6): 3-4. September 1937. (Published by the U. S. 
Farm Credit Administration, Washington, D. C.) 


New Zealand. Rural intermediate credit board. Report...for the year 
ended 30th June, 1937. Spp. Wellington, New Zealand, E. V. Paul, 
acting government printer, 1937. 


Norton, L. Je, end Ackerman, Joseph. Credit used by Illinois farmers. 
Ill. Univ., Ext. Serv. in Agr. and Home Econ. Illinois Farm Econ., 
no. 28-29, pp. 134-135. Urbana, September-October 1957. 


Pentulu, V. Ramadas. Measures adopted for relief of indebted agricultur- 
ists in the Madras Presidency. Indian Co-op. Rev. 3(3): 345-354, 
July-September 1937. (Published by the All-India Co-operative Insti- 
tutest Association and the Indim Provincial Co-operative Banks* 
Association, at Farhatbagh, Mylapore, Madras) 

The measures discussed are the two All-India Acts, the India Con- 
tract act (IX of 1872) and the Usurious Loans Act (X of 1918); the 
Provincial Insolvency Act (V of 1920); the Agency Tracts Interest 
and Land Trensfer Act (I of 1917); the Lend Improvement Loans Act 
(XIX of 1883); the Agriculturists' Loans Act (XII of 1884); the 
Madras Debtors’ Protection Act of 1934 (VII of 1935); the Madras 
Co-operative Land Mortgage Banks Act (X of 1934}; the Agriqlturists' 
Loans (Madras Amendment) Act (XVI of 1935); md the Debt Conciliation 
Act (VI of 1936). The plans of the Congress Ministry for debt relief 
are brought out, and the writer's own suggestions for remedial 
measures are outlined, 


Peterson, Ge Le Short term lending to farmers by country benks. Mim, 
Univ. Minn. Farm Business Notes, no. 177, pp. 1-3. University Fam, 
St. Paul, Sept. 20, 1937. 


Prasad, Bind Basni. Recent measures taken for debt reliéf in the United 
Provinces. Indim Co-op. Rev. 3(3)3 380-389. July-September 1937. 
(Published by the All-India Co-operative Institutes’ Association md 
the Indian Provincial Co-operative Banks’ Association, at Farhatbagh, 
Mylapore, Madras) 


Reynolds, Quentin. Patrons finence their ow co-op. News for Farmer 
Coops. 4(11): 5-6. February 1938. (Published by the U. S, Farm 
Credit Administration, Washington, D. C.) 

"This discussion of cooperative finencing by...the general manager 
of Eastern States Farmers Exchange is presented in question-and-answer 
form to bring out more clearly the salient features of the method of 
financing used by his orgenization." 


a 


Robinson, James L., and Hudson, George T. Plan of work in agricultural 
credit and farmers’ cooperative business. 28pp. (Washington, D. C.) 
U. S. Farm credit administration, Division of information and exten- 
sion, May 1937, 

Issued in cooperation with the Economics Extension Section of the 
U. S. Dept. of Agriculture. 


Robinson, James L, Using credit instruments. U. S. Farm Credit Admin. 


Cire. 16, 22pp. Washington, D. C., 1937. 


Salleron, Louis. Ia nationalisation du crédit agricole. Revue Politique 


et Parlementaire 173(515): 32-52. October 1937, (Published at 10, 
Rue Auber, 9°, Paris, France) 

The author protests against the progress of nationalization of 
agricultural credit in France as typified by the provisions of the 
decree law of August 31, 1937, one of which, he says, practically 
suppresses the local agricultural banks by decreeing that the de- 
posits received by such banks which are affiliated with a regional 
bank be transmitted immediately to the latter, 


(Short term credit scheme.) Current Survey of Agricultural Policy (Digest 


of Press News) 4(13): ll. Dec. 20-Jan. 15, 1937-38. (Issued from 
3, Magpie Llane, Oxford, Eng.) 

Attention is called to an article in the Manchester Guardian for 
December 31, 1937, which states that "the N.F.U. of England and Wales 
has drafted a short-term credit scheme for farmers, The main object 
of the scheme is to provide short-term credit at low rate of interest 
80 as to provide an alternative to the system under which many far- 
mers depend for such credit on auctioneers, seed merchants, and other 
agricultural suppliers. Another important objective is to put a stop 
to the rapid extension of the buying of livestock and farm implements 
on the hire-purchase plan...The Union is also considering the ques- 
tion of long-term credit facilities, and it is hoped that if a short- 
term scheme can be launched successfully, the way will be paved for 
enabling a reduction of interest rates on future long-term loans to 
be secured.” 


Smith, George R, How to make cotton loans. Banking 30(5): 70. November 


1937, (Published at 22 E, 40th St., New York, N. Y.) 


Sreenivasaiya, Y. Debt relief measures in Mysore. Indian Co-op. Rev. 


3(3): 400-406. July-September 1937. (Published by the All-India Co- 
operative Institutes’ Association and the Indian Provincial Co-opera- 
tive Banks' Association, at Farhatbagh, Mylapore, Medras) 

The relief measures for the agriculturist in Mysore include: the 
Usurious Loans Regulation (No. 9 of 1923), the Mysore Agriculturists' 
Relief Regulation (No. 18 of 1928), the Debt Conciliation Boards 
Regulation No, VI of 1937, and the establishment of the Land Mort- 
gage Banks. The working of each of these is explained. 


Strickland, Claude Francis. Rural finance and cooperation. 459pp. 


Shanghai, China, Chung Hwa book co., ltd. (19377) (China. National 
Economic Council Cooperative Commission Publications Series D, no.Ia) 
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Strong, Jesse P. Analyzing the co-op for credit. News for Farmer Coops, 
4(11): 3-4. February 1938, (Published by the U. S, Farm Credit Ad- 
ministration, Washington, D. C.) 


Thomas, P. J. Debt relief in Central Provinces. Indian Co-op. Rev. 
3(3): 390-399. July-September 1937, (Published by the All-India Co- 
operative Institutes’ Association and the Indian Provincial Co-opera- 
tive Banks’ Association, at Farhatbagh, Mylapore, Madras) 

The writer discusses the rural economy of the Central Provinces, 
debt conciliation in earlier days, the origin of debt conciliation 
boards, the procedure of debt conciliation, the inclusion of co-opera- 
tive debts and lendlords' rents in the scope of debt conciliation, the 
working of the Conciliation boards, the provision for repayment, the 
restriction of credit, and other Government measures to relieve in- 
debtedness. 


Tootell, R. B. Range conservation and farm credit. West. States Regional 


Ext. Conf. Proc. 1937, pp. 152-160, processed. (Spokane? Wash.) May 
1937, 


U. S. Dept. of agriculture, Extension service and Agricultural adjustment 
administration, Farm finance: what is a sound system? l4pp. 
(Washington, D. C., U. S. Govt. print. off., 1937) (DS-13) 


U. S. Dept. of commerce, Bureau of the census. Farm mortgage indebted- 
ness in the United States. 3 nos. (U. S. 46, 47, 48) processed, 
(Washington, D. C., 1937) 

Issued in cooperation with the Bureau of Agricultural Economics, 
U. S. Dept. of Agriculture. 

Contents: No. 46. Farm mortgage debt declined 17 percent from 1930 
to 1935; No. 47, Pewer farms under mortgage in 1935 than in 1930; No. 
48, Farm mortgage decline in amount and number, 


U. S. Farm credit administration. Federal land bank and land bank commis- 
sioner loans. U. S. Farm Credit Admin, Circ. 1, rev., l2pp. (Wash- 
ington, D. C., Ue. s. Govt. print. off., 1937) 


Wall, Norman J., and Cone, Frederick Me Farm credit 1930-37. Survey of 
Current Business 17(11): 12-18. November 1937, (Published by the 
Bureau of Foreign and Domestic Commerce, U. S. Dept. of Commerce, 
Washington, D. C.) 

"This article is based primarily upon a report of the cooperative 
survey by the Bureau of the Census and the Bureau of Agricultural 
Economics entitled 'Farm-Mortgage Indebtedness in the United States' 
and a preliminary report by the senior author, entitled ‘Outstanding 
Farm-Mortgage Loans of Leading Lending Agencies’, to be issued by the 
Bureau of Agricultural Economics.” 


Wall, Norman J. Outstanding farm-mortgage loans of leading lending agen- 
cies. Slpp., processed. Washington, D. C., U. S. Dept. of agricul- 
ture, Bureau of agricultural economics, December 1937, 
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Wall, Norman J. Place of commercial banks in agricultural finance. Jour. 
Farm Econ. 20(1): 282-297, February 1938, (Published by the American 
Farm Economic Association, Asher Hobson, Secty.-Treas., University of | 
Wisconsin, Madison, Wis.) 
Discussion by E. C. Johnson, pp. 297-301. 


Yeaver, Otis T. Revolving-fund financing for cooperative cotton gins. 9pp., 
processed. Washington, D. C., Cooperative division, U. S. Farm credit 
administration, July 1937, 

Some references on revolving fund financing, p. 9. 
Article with same title in News for Farmer Cooperatives 4(6): 13-16. 
September 1937, 


Westbrook, S. F, Farm mortgage investments of insurance companies. Amer. 
Society Farm Managers and Rural Appraisers. Jour. 1(2): 57-64. Octo- 
ber 1937. (Published by the Society, H. C. M. Case, Secty.-Treas., 
College of Agriculture, Urbana, I11.) 


Woodruff, Archibald M., Jr. Farm mortgage loans of life insurance com- 
panies. 204pp. New Haven, Published for Williams college by Yale 
university press; London, H. Milford, Oxford university press, 1937. 
(Williams college, David A. Wells prize essays no. 7) 

Bibliography, pp. 183-196. 

This publication describes the loan situation as it was at the end 
of 1935 under the divisions which follow: "(1) conditions surrounding 
the making of the loans; (2) foreclosure and ordinary liquidation of 
the loans; (3) legal and other obstacles to liquidation; (4) aids to 
liquidation.” 

There are two appendixes - A. The legal aspects of a mortgage. 

B. Moratorium legislation in thirty states. 


Woodward, He We The stake of the co-ops in the bank for cooperatives. 
Coop. Jour. 11(6): 145-146, November-December 1937, (Published by 
the National Cooperative Council, 1731 I St., N. W., Washington, D.C.) 


Working of land mortgage banks in India. Madras Jour. Co-op. 29(4): 228- 
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Union, Royapettah, Madras, India) 


Yagi, Yoshinosuke. The problem of farm debt adjustment. Kyoto Univ. 
Deon. Rev. 12(1): 61-82. July 1937. (Published by the Kyoto Imperial 
University, Department of Economics, Kyoto, Japan) 

The author points out the importance of assisting indebted farmers, 
and discusses the methods employed and progress gained in Japan under 
the Farm Debt Adjustment Associations Act of Aug. 1, 1933. He finds 
that "the work of adjusting farm debt by means of Farm Debt Adjusting 
Associations has not been as successful as had been expected” and out- 
lines the chief causes for this failure and the corrective measures 

that should be adopted. 
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Bibliography, ppe 16-22. 


Lewis, A. Be A method of classifying lend areas for credit purposes. 
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Insurance of salaried employees in agriculture in Austria. Indus. and 


Labour Inform, 64(8): 279-283, Nov. 22, 1937. (Published by the 
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measures already taken.” The proposed reforms relate to assistance 
to mothers and children, sickness insurance, hospital equipment, the 
extension of insurance against maternity, tuberculosis, invalidity, 
old age and unemployment to various classes of workers not now 
covered, and accident insurance, 


U. S. Dept. of agriculture, Agricultural adjustment administration. Crop 


insurance for wheat; a summary of the report of the President's com 
mittee on crop insurance as it pertains to wheat. S8pp. (Washington, 
D. C., U. Govt. print. off., 1937) (G-75) 


- 69 - 


U. 3. Dept. of agriculture, Extension service and the Agricultural adjust- 
ment administration. Crop insurance. Is it practical? l4pp. (Wash- 
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46pp. Clemson, 1938. 


Blattau, Die steuerbemessungsgrundlage des Reichsgrundsteuergeset- 
zes vom 1. Dezember 1936. Jahrbuch der Bodenreform 33(2): 77-88. 
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of the state. 
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Table 1.- Estimated farmmortgage debt and farm-mortgage loans of leading lending agencies, January 1, 1928-36 


Zarmmortgage loans of leading lending agencies 
3 : Federal land 3 
Year : Total farm- : tankwsand Land : Joint-stock : Life-insurance : Open State : Three State 
$ mortgage debt : Bank Commis- : land banks : companies : and national : credit agen- 
: : sioner }/ : : : banks : cies 2/ 
2.000 dollars +: 1,000 dollars +: 1,000 dollars 1,000 dollars : 1,000 dollars 1,000 dollars 
1928 9, 468, 526 1, 146, 433 667, 314 2,172, 863 -- -- 
1929 : -- 1,182,813 656,516 2,138,980 
1930 9, 214, 278 1,185,765 626, 980 2,105,477 : -- 93,274 
1931 -- 1,175, #32 590, 811 2,059, 221 : 3/ 945, 141 92,698 
1932 : -- : 1,151,659 : 536, 644 : 2,007, 361 : -- 93,014 
1934; -- : 1,273,881 : 392, 438 : 1,061, Oke 555,841: 79,574 
1935 : 7,645,091 : 2,501,824 : 2555931 : 1, 258, 900 : 498, 842 : 62, 286 
1936 Ts 500, 489 2, 853,966 175,677 1,054, 770 487, 505 48,091 
1937 7,254, 821 2,888,912 133,499 : 936, 454 487,534 32,657 
1938 _ : 2, 835, 962 : 104, 163 : 4/880, 360 : 501, 450 : 24, 657 
2/ Rural Credit Board of South Dakota, Bank of North Dakota and Department of Rural Credit of Minnesota. 
June 30. 
Preliminary. 
Table 2.- Short-term loans outstanding by selected lending agencies, January 1, 1928-38 
: Commercial supervised by Farm Credit Administration 
: banks per- : Federal 3 : Regional 3 3 $ Parn 
Year sonal and ; intermediate : Production : agricultural : Emergency : Drought re- H Security 
collateral : credit : credit : credit + crop loans : lief loans : Administra- 
: loans to banks associations : corporations : : tion 2/ 
:2,000 dollars : 1,000 dollars : 1,900 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars : 1,000 dollars 
1928 43,925 :3/ 1,0 : 
1929 3 45, 103 : : : 3/ 1,194 : : 
1930; 50,918 :3/ 6,9 : 
1931 : 3/ 1,936,360 : 65, 633 : (7,894 : 
1932 : -- 3 74, 691 : : : 50,127 
1933: 3 82,518 : : 24,373: 90,754 
193 3 60, 989 27 144,636 ; 91,990 : 
1935: 807,613 : 5,672 60, 852 3 87,102 78,721 32, -- 
1936 3/ 661,606 ; 7,162 : 94, 096 43,400 : 106,976 : 65,514 
1937 : 593,014 : 41,917 : 105, 212 : 25,288: 104, 490 : 60, 397 : -- 
1938 788,351 40, 138,169 3 15,592 3: 115,017 8 57,113 112, 805 
1/ Loans to and discounts for private financing institutions. 
2/ Rural rehabilitation loans. Data for years prior to 1938 unavailable on comparable basis. 
3/ June 30. 
Table 3.- Loans outstanding to farmers' cooperative organizations, January 1, 1928-36 
Year Federal intermediate : Banks for : Agricultural Marketing : Rural Electrification 
: credit banks : cooperatives : Act revolving fund ; Administration }/ 
2.200 dollars 2.000 dollara 2.000 dollars : 2.000 dollars 
1928 ; 31,991 : : : 
1929 36,174 : : : 
1930 26,073 : : 14,510 
1931 64, 377 : (136,698 
1932 45,177 : : 156, 280 
1933 9, 366 : : 158,885 : 
1934 15,211 18, 697 157,752 
1935 33,969 : 27,851 54, 363 
1936 2,731 50, 013 433 
1937 1,641 : 69, 647 : 53,754 : -_ 
1938 1,813 : 87,633 : 30,982 : 77,769 


1/ Includes loans to private utilities. Data for years prior to 193% unavailable. 
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Table 4.- Farm-mortgage loans outstanding, January 1, 1937 and 1938,by the Federal land banks, Land Bank Commissioner and 
joint-stock land banks 


January), 1937 January 1, 1936 
State and : 3 3 3 
geographic division : Federal land : Land Bank : Joint-stock ;: Federal land : Land Bank : Joint-stock 
: banks }/ : Commissioner }/: land banks 2/ : banks }/ : Commissioner}/: land banks 2/ 
i i i 
$2,000 dollars :1,000 dollars 11,000 dollars 11,000 dollars 11,000 dollars : 1,000 dollas 
: : : : : : 
: 7,717 4,559 : : 7, 393 4,427 : 
New Hampshire ............ 1,438 : 786 : 0 1,476 : 813 : te) 
eee : 4,906 : 1,570 : 0 : 4,895 : 1,592 : 0 
Massachusetts ............ : 7, 256 : 3,763 : ty) : 7,498 : 4,106 : fr) 
Rhode Island ..........0.. : 1,202 : 496 : : 611 : 
: 6,136 2,614 6, 325 2, 853 : 
New England ............ 28, 655 13,788 : 0 3 28, 853 14, 402 
3 
36,122 : 12,846 : 3, 2h2 : 36, 298 : 596 : 2,900 
New Jersey ... 8,865 4, 358 537 9,098 091 : 475 
Pennsylvania : 8,795 3 2,873 3 20, 637 3 8,550 2,550 
Middle Atlantic ........ 65, O47 25,999 6,652 633 837 : 5.925 
: : : 3 : : 
: 58,678 : 24, 081 : 6, 664 : 57,156 : 22,814 5.778 
75,081 25,981 : 15, 422 : 73,297 24,742 : 13,281 
: 141,782 3, 403 : 12, 625 : 12,401 : 42,773 : 9,897 
: 51,850 : 28, 032 : 1,233 : 50,732 26, 637 : 1,097 
: 83, O47 : 269 80,718 : 51, 36 3 
East North Central ..... : 410,438 : 175,766 35,944 * 108, 328 30,053 
: : : : : 
SONG, cocsscsesececces : 119,890 : 53,821 : 567 : 118,434 : 51,188 : 512 
EE Re : 2783 : 61, 238 : 12, 318 : 208,177 : 60, 587 : 8,986 
: 41, 602 : 22, 261 : 3, 407 : 41, 378 : 21,981 : 2,552 
ee t 76,5 : 40, 620 : 106 : 72, 389 : 38, 400 : (9) 
: 2173 : 26,190 : 693 : 58, 675 : au, 818 : 
123,895 : He 832 : 1,951 
: i i 97,904 i O47 i 2,873 
West North Central ..... 123,602 : 287,869 120,852 : 279,453 3 17,423 
: : : : 
: ah : 490 : 0 : 857 : 497 : 0 
: 8, : 4, 343 : 655 8,569 : 4,136 : 
: 29,781 : 8, 460 : 2,230 : 29,032 : 8, 024 : 1,756 
West Virginie : 8, 565 3,374 1,149 8, 363 3 3, 208 = 
North Carolina ........... : 21,839 : 16,436 : 9,693 : 20, 547 : 16,238 : 7.9 
South Carolina ........... : 15,980 : 12,022 : 1,553 : 15, 080 : 11,61 : 1,236 
: 24,994 : 16,464 : 2,609 : 23,937 : 16,27 : 2, 232 
: 10, 245 8,814 : : 10,239 : 8,512 : 
South Atlantic ......... : 121,431 : 70,403 3 17,889 : 116,623 : 68, 502 : 14, 505 
: : : : : : 
: 39,462 18,319 : 2,006 : 37,263 : 16, 948 : 1,557 
Tennessee : 32, 287 : 15,019 : 480 : 31, 232 : 14, 344 : 266 
Alabema ... 29,10 : 9,056 : 1,583 : 28, 230 : 8,929 : 1,323 
Mississippi ..... : 28,73 i 9,462 : 1,652 27, 603 8,878 : 
East South Central ..... : 129,580 51, 856 5,721 : 125,028 49,099 3 4075 
18,709 : 7,591 3 3,289 : 18,126 : 7,470 : 2,157 
21,977 : 5,453 : 246 : 20,939 : 5,104 : 199 
: 37,252 : 18,776 : 1,415 : 37,013 : 18,513 : 1,050 
218, 167 : 55,793 : 26, 253 211,102 53,956 22,023 
West South Central ..... 296, 105 3 87, 613 31, 203 287,180 85, O4F : 25, 429° 
: : : : H : 
ION ciesercovsescecsns $ 18, 280 : 12, 295 : Lug : 17, 345 : 11,776 : 277 
: 28, 359 : 10, 452 : 146 : 27,518 : 9, 267 : 83 
ne ee : 9, 341 3 4,738 : 1,553 : 9, 566 : 4,798 : 1,249 
: 28,426 : 11,089 : 2,815 : 27,839 : 11,087 1,930 
: 9, 288 : 2,961 : 9,571 : 3, 060 0 
8,112 1,991 : 209 : 8,231 2,166 81 
16,119 49 15, 760 6, 280 : 9 
: 3,395 782 : 121 : 3, 306 : 621 : 69 
: 121,920 : 50,711 : 5,341 : 119,136 : 49,959 : 3,698 
: $ ‘ : 
WIERD, ccecccevescnses : 33,006 : 9,°92 : 656 : 32, 406 : 9, 687 : 571 
GIN Ciskawetcdscesucenes : 27,424 : 10,489 : 4,185 : 27, 463 : 10,3 : 2,092 
: 95,291 : 1,322 3 2, 533 3 95,99 : 49, 83 : 392 
United States .......... : 2,053,105 : 835,808 : 133,499 : 2,024,473 : 811,489 : 104,163 
i i i i. 


1/ Excluding loans in Puerto Rico. 
2/ Including banks in receivership. 
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Table 5.- Amount of Commodity Credit Corporation corn and cotton loans, Farm Security Administration rural rehabili- 
tation loans and Rural Electrification Administration loans outstanding, December 31, 1937 


3 
State and 8 Commodity Credit 3 Rural 3 Rural 
geographic Corporation 1937-38 rehabilitation electrification 
division : corn and cotton loans 3 loans 3 loans 
Dellars Dollars : Dollars 
: 
0 1,649,074 60, 000 
3 0 418, 706 3 
: 0 3 296, 765 : 0 
: : 114,432 : 
: : 176,479 : 
: 3 _3,129, 229 60, 000 
: 1,421, 349 
Hew oo 8 492, 263 : 245, 000 
Pennsylvania 3 792, 312 : 2, & 
Middle Atlantic 3 2, 100, 4ou 2, 
8 
: 2,8 : 2, 284, 052 : 2954, 200 
Indiana : 93, = : 2,096, 895 : 5,776,439 
Illinois .... : 528, 029 : 3,128,958 : 2, 439, 500 
Michigan . 1,977,213 3 3,953,000 
Wisconsin 3,149,181 3 5,572 
East North Central ........ : “625,733, 12,636, : 23, 
Minnesota : Vv 276, 417 : 3,987,562 : 5 865, 954 
IOWA 370,819 : 3,146, 594 : 5.292, 328 
Missouri : 3, 186, 611 : oe 354, : 2, 325, 500 
North Dakota . : 0 220, 971 : 526, 
South Dekota : 40, 294 5, 818, 067 : 527, 000 
Nebraska : 107, 266 : 5,432,820 : 5,100, 700 
: 1,007 : 21102208 1,124,651 
West North Central ........ : 6, 982, 414 : 33,412,976 : 20, 762, 333 
: 
: 3 34,172 : 405, 000 
: 163,753 : 165,000 
District of Columbia ........ 3 
Virginia ...... psdbenseeeeens : 342, 308 : 1,569, 545 : 1,716, 800 
West Virginia ........seseeee : fe) 1, 362, 223 : 528, 000 
North Carolina : 2,997,178 3 1,760,996 : 1, 283,250 
: 8, 482, 533 : 1,955, 307 : 1, 008, 328 
: 16, 344, 632 : 2,535,951 : 3,147,575 
38,905 1,999,732 3 213, 000 
: 28, 205, 556 : 11,381,679 : _8, 466, 953 
—— eee ae : 9,731,121 : 1,000, 962 : 1, 549, 258 
: 30, 465, 2, 693,961 : 1,616, 000 
Missiesippl : 1 2, 1,028 3 1, 399, 200 
East South Central ........ 2145, 1,945, 08 3 1,098, 158 
: 3 
ATKBNGAS 22, 019,096 2, 980, 187 1,790, 000 
DEE: cecncdnnseseseceose 5, 083, 660 : 2,914, 316 : 905, 000 
: 3,097,555 : 5,408, 347 : 1,931, 000 
West South Central ........ 21,155,050 8, 522,985 
8 
: 0 1,922,627 : 859,600 
Wyoming ...... : : 1,919, 868 : 694, 000 
: : 3,622, 623 : 740, 000 
END wancndeccxenececss 1, 364, 420 : 1,786, 441 : 260, 000 
: 1, 327,470 : 496, 331 : 145, 000 
Utah cocccccce 2,279,051 FY 0 
3 3 
PF 1, 842, 247 : 1, 002, 200 
1,249, 831 3 317,000 
: 3,317, 206 3 1,483, 000 
3 6, 3 2,802, 200 
United States : 190, 184, 305 112, 60%, 311 : 77,769,168 
i 


V These represent corn loans. All other amounts represent cotton loans, except Missouri, where both corn and 
cotton loans were made in the amounts of $28,624 and $3,157,987, respectively. 
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Table 6.- Index numbers of demand deposits of country banks 1/,1924 to date 
(1924 =~ 29 = 100) 


Twenty leading agricul- 


Year : : Seven : Eight : Eight 
and sAdjusted for: corn : cotton range 
month : Unadjusted :seasonal : belt : growing : States 
: tvariations States 3/ : States 4/: 5/ 
: : : 
1924 : 96.6 : : 100.1 : 98.3 : 96.1 
1925 : 102.1 : : 103.1 : : 96.5 
1926 : 101.6 : : 102.3 : 104.7 : 98. 
1928 : 101.7 : : 99.7 : 98.7 : 106.6 
1929 : 99.0 : : 97-2: 93.0 : 103.6 
: : : : 
1930 69.4 : : 90.7 772 91.3 
1931 75-4 : : 78.1 9.4 76.2 
1932 : : : 9.6 3: 1.8 4.7 
193 : 6 : : 3 3 414 : 8 
19 3 66.0 70.7 59.1 63.9 
1935 :6/ : :6/ :6/ 
1936 : 97.6 : : 94.7 : 
1937 : 105.7 : : 115. : 105.0 : 110. 
: : : : 
January : 106.8 : 104.9: 115.0 : 112.5 : 111.0 
February : 106.1 : 104.6 : 114.7 : 111.3. 109.5 
March : 105.4 : 104.5: 115.0 : 110.0 : 108.8 
April : 105.8 105.9 : 115.7 +: 107.8 : 108.3 
May : 104.6 : 106.1: 115.6 : 104.2 : 109.1 
June : 104.2 : 106.8: 115.9 : 99.6 : 108.9 
July : 105.4 : 108.3: 116.7 : 96.9 : 107.9 
August : 106.3 : 109.0 ;: 117.8 : 97.1 : 108.1 
September : 106.6 : 107.0 : 116.9 : 100.4 : 109.8 
October : 107.0 : 105.0 : 115.8 : 106.4% : 112.6 
November : 106.1 : 103.9 : 114.2 +: 107.7 : 113.8 
December : 103.9 : 102.5: 111.8 +: 106.0 : 116.2 
: : : 
1938 : : 
January : 103.8 102.0 : 113.0 +: 105.3 109.4 
February : 103.3 : 101.9: 111.5 : 103.7 : 105.4 
March : 102.1 : 101.2 110.8 : 102.0 : 103.4 


sf Based on data reported by member banks of the Federal Reserve System located in 
places of less than 15,000 population (population classification of 1930 Census). Each 
posit series is weighted, the deposits for each State having been given a weight equal 
to ay oe yt yw. in the base period, of that State's cash farm income to the total cash 
f iricome of the group of States. 
2/ Arkansas, Georgia, Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Mississippi, 
ssouri, Nebraska, New York, North Carolina, North Dakota, Ohio, Oklahoma, Pennsylvania, 
South Dakota, Texas, and Wisconsin. 
Ohio, Indiana, Illinois, Minnesota, Missouri, Nebraska, and Iowa. 
an eneneee South Carolina, Georgia, Alabama, Mississippi, Arkansas, Louisiana, 
of Mostaca, Colorado, Arizona, Idaho, Nevada, New Mexico, Utah, and Wyoming. 
Five aonths of 1935 are unavailable. 
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Table 7.— Farm real-estate taxes in the United States, 1913-36 


Taxes per acre : Taxes 


H Taxes per acre :Taxes per 


Year ; : Index : per $100 :Year 3: : Index $100 of 
Amount +(19138100) of value : ; Amount (19138100) :value 
Dollars : Percent : Dollars : Dollars +: Percent Dollars 
1913: : ; -55 11925 : ss. 
1914 101 : 4691926 : 56: 232 1.12 
1915 : 110 : :1927: 57 238 : 1.15 
1916 : 28 116 : -57 321928 : 58 3 239 1.18 
1917 : 129 : 58 :1929 : 58 : 241 : 1.19 
1918 : -33 137 : -57 21930: 238 : 
1919 : 172 : 259 «1931 : F : 217 : = 
1920 : 209 21932 : 188 : 1.50 
1921 : 22 : 21933 : 161 : 1.28 
1922 : 54 22 : 96 .37 : 153 
1923 : 55 3 228 : 1.01 :1935: 155 : 1.21 
1924: .55 : 228 +: 21.03 21936: .38 +: 156 : 21.23 
Table 3.— Number of bankruptcies in the United States, 1928-37 
: Farmer bank= : Index of 
Year ending : Total : Parmer : ruptcies as : farmer 
July 1 : bankruptcies : bankruptcies : percentage : bankruptcies 
: : : of total : (1926~285100) 
: Number : Number : Percent : Percent 
$ $ 
3 53,444 10.6 : 86.3 
1929 ccccccccce : 56,897: 939 8.7 : 75.0 
: 60,355 : 4464s 7.4 67.8 
60,105: 4,023: 6.7 : 61.1 
: 63,279: 4,849; 7-7 : 73-7 
1933 ccccccccee 8 66,723: 917: 8.9 : 89.9 
58,833: 716: 8.0 : 71.7 
19% : 56,319: 4,311: 7.7 : 65.5 
1936 52,169: 3,642: 7.0 : 55.3 
: 54,959: 2,479: 4.5 : 37-7 
H H 3 
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Table 9.— Cash farm income, and indexes of prices paid and received by farmers, 


192837 
: Index of prices 
: Cash income : paid for commod= : Index of 
Year : from farm : ities used in : farm prices 

marketings living and onal 2/ 

i 

Million dollars Percent Percent 

1928 .. 8 10,289 155 1 
1929 ee 3 10,479 153 1 

8,451 : : 126 
1931 Cee $ 97599 87 
328 : 107 : 65 
: 3/ 5,117 : 109 70 
: 3/ 6, 348 : 123 : 90 
oo 3/ 7,090 : 12 108 
7,920 : 12 : 11s 
- 3/ 8,521 : 130 121 


1/ 1910-14 100. 
2/ august 1909 - July 1914 ® 100. 
3/ Includes rental and benefit payments. 


Table 10.— Farm real estate: Land values and transfers, 1926-38 


: Index of :Estimated number of farms chang? 

: estimated 

Year ending : value per :Voluntary :Forced t : 

March acre sales tsales and : 
3(1912—14m100) tand trades:related : : 

: Percent : Number : Humber : Number : Mumber 

124 : 29.6 : 21.6 : 10.2 61.4 
119 : 28.3 : 23.3 16.9 : 68.5 
117 : 26.3 : 22.8 3 16.9 66.0 
BERD ccccccccs 3 116 : 23.5 3 19.5 3 15.0 3: 58.0 

1930 115 3 23.7 20.8 3: 17.0 61.5 
ME éasecacee 2 106 : 19.0 : 26.1 : 16.8 : 61.9 
89 : 16.2 3: 41.7 18.8 : 76.7 
eer 73 : 16.6 : 54.1: 22.7 : 93.6 
.— 76 : 17.8 : 39.1 : 21.7 : 78.6 
1935 19 3 28.3 21.4 69.1 
82 oS 3 26.2 : 21.9 72.9 
1937 cccccccce 85 31.5 : 22.4 : 20.1 3: 74.0 
1938 e 3 85 3 = H - 
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Table 11.- Interest rates charged on new loans and discounts by institutions under the supervision of the Fan 
Credit Administration, December 31, 1933-37 


3 Dec. Fy Dec. 8 Dec. 8 Dec. 3 Dec. 
Item 31, 31 31, 31, 31, 
Percent ; Percent : Percent Percent +: Percent 
Federal land banks: 3 3 3 
contract rate Seceesorccococecccs : 5 : 5 : 4 : 4 : 4 
Direct (including loans made in 3 : g : : 
Puerto Rico)-contract rate ..... : : : : 
Land Bank Gommissioner 2/ 5 1 5 5 5 5 
Federal intermediate credit banks 3/ ..; 4/ 3 : 2 : 2 : 2 3 2 
Banks for cooperatives: 3/ : : : : : ; 

Commodity : ; 2 : 2 : 2 

Operating capital : : : : 

Production credit gssociations 3/ ..... : 6 : 5 : 5 : a : 
Emergency crop and feed loans ......+++: 5h : : 5h : 

1934-35 drought relief loans .......+++, : : 
$ 3 


V On maturities occurring during the period July 11, 1933, through June 30, 1935, the interest rate was tex | 
porarily reduced on loans made through national farm loan associations to bb percent and on direct loans to 5 | 
percent; on maturities occurring during the period July 1, 1935, through June 30, 1938, the rates were tempo 
rarily reduced to 34 and 4 percent respectively, and for the period July 1, 1938, through June 30, 1939, to 4 
and percent. 
2/ On maturities occurring during the period July 22, 1937, through July 21, 1939, the interest rate on 
Commissioner loans has been temporarily reduced to 4 percent. 

Interest rates in Puerto Rico, 4 percent higher. 
4/ Baltimore bank-24 percent, changed to 3 percent on January 15, 1934. 


Table 12.- Bond yields and interest rates, 1928-37 


: Yield on $ United 
: long-term States 
Year : Federal farm : Government : Industrials 
: loan bonds ;  donds : 
: Percent Percent 
: 4.20 : 3.33 : 5.10 
Le 4.62 : 3.60 : 5.31 8h : 
3 
a : 4.58 : 3.28 : 5.25 : 3.58 : - 
5.13 : 3.31 : 6.09 : 2.63 : 14 - 
1932 cccccccce 8 5.32 3 3.66 6.71 2.73 - 
we 3.31 : 9°32 : 1.72 : 2- 
17 : 3.10 : 1.01 - 2 
: 3.13 : 2.70 : 4.02 : 76 : 
2.81 2.47 : 3.50 : 75 1 
1937 eeee eee 2.75 2.57 : 3.55 : 95 . 14 1 
i 


V Yields are based on average daily yield on asked prices of long-term issues, excluding bonds callable in 
5 years or less. 

Average of yields of all outstanding bonds due or callable after & years. 
Moody's Investors servias. 
4/ Federal Reserve Board. 
5/ Range. 


= 


